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ACREAGE ALLOTMENTS—PRICE SUPPORT—IMPROVED 
FARM PROGRAM 


TUESDAY, APRIL 22, 1958 


House oF REPRESENTATIVES, 
Commopiry SUBCOMMITTEE ON WHEAT OF 
THE COMMITTEE ON AGRICULTURE, 
: Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:10 a. m., in room 
1310, New House Office Building, Hon. Carl Albert (chairman of 
the subcommittee) presiding. 

Present: Representatives Albert (presiding), Watts, Bass, Belcher, 
Smith, Krueger, and Dague. 

Also present: John J. Heimburger, counsel; Mabel C. Downey, 
clerk. 

Mr. Axpert (presiding). The committee will please come to order. 

We have met this morning to discuss a general wheat program. 
We have pending before us a number of bills introduced by various 
members of Congress. 

Without objection the list of the various bills as shown on the 
schedule will be inserted in the record, showing the authors and the 
numbers of the bills. 

(H. R. 3987, Mr. McGovern; H. R. 10193, Mr. Anderson, Montana; 
H. R. 10204, Mr. McGovern; H. R. 10228, Mr. Breeding; H. R. 10241, 
Mr. Metcalf; H. R. 10269, Mr. Burdick; H. R. 10837, Mr. Berry; 
H. R. 5127, Mr. Holmer; H. R. 4106, Mr. Horan; H. R. 4637, Mr. 
Berry; H. R. 7815, Mr. Ullman; H. R. 7939, Mr. Smith, Kansas; 
H. R. 8059, Mr. Breeding; H. R. 10203, Mr. George; H. R. 10169, 
Mr. Berry ; and H. R. 5308, Mr. Horan.) 


[H. R. 3987, 85th Cong., 1st sess.] 
A BILL To provide for a minimum acreage allotment for corn, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 328 of the Agricultural 
Adjustment Act of 1938, as amended, is amended by adding at the end thereof 
the following: “Notwithstanding any other provision hereof, the acreage 
allotment for corn for any calendar year beginning with 1957 shall not be 
less than forty-nine million acres.” 

Sec. 2. Price support shall be made available by Commodity Credit Corpora- 
tion for the 1957 crop of corn at a level not less than $1.60 per bushel therefor, 
as provided in the Agricultural Act of 1949, as amended. 

Sec. 3. Section 408 (b) of the Agricultural Act of 1949, as amended, is 
amended by inserting after the first sentence thereof the following: “For the 
purpose of price support in the commercial corn producing area for any crop 
of corn for which an acreage reserve program is in effect, a ‘cooperator’ shall 
be a producer who does not exceed 85 per centum of such producer’s farm 
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acreage allotment for corn; and (2) who devotes an acreage of cropland (tilled 
in normal rotation), at the option of the producer, to either the acreage reserve 
program for corn or the conservation reserve program equal to 15 per centum of 
such producer’s farm allotment for corn.” 

Seo. 4. (a) Notwithstanding any provision of law, the Secretary is author- 
ized and directed to make payments to producers of corn, wheat, cotton, rice, 
and peanuts who are cooperators, as defined in section 408 of the Agricultural 
Act of 1949, as amended, under the 1957 acreage allotment programs applicable 
to such commodities. Such payments shall be made on the normal produc- 
tion of the acreage allotted under such programs in amounts which, when 
added to the support prices established by the Secretary for the 1957 crops of 
such commodities, will provide a return to such producers which is as nearly 
equal to ninety per centum of the parity price for such commodities as the funds 
made available therefor will permit. 

(b) Notwithstanding any other provision of law and under such regulations 
as he deems necessary, the Secretary is authorized for the marketing year 
April 1, 1957, to March 31, 1958, to make payments in connection with market- 
ings of milk and butterfat by dairy farmers at a rate not to exceed that 
required to bring producers’ returns per unit up to amounts which, when added 
to the support prices established by the Secretary for the 1957-1958 marketing 
year, is as nearly equal to 90 per centum of the parity price therefor as the 
funds made available will permit: Provided, That no producer shall be eligible 
to receive such payments with respect to a volume of sales in excess of 90 
per centum of his average sales in the marketing year ending March 31, 1957. 

(c) Notwithstanding any other provision of law and under such regulations 
as he deems necessary, the Secretary is authorized to make payments with 
respect to the 1957 crop of feed grains (as defined in section 5 of this Act) 
to producers of such feed grains who comply with acreage allotments under 
section 5 at a rate not in excess of that necessary, when added to the support 
prices established by the Secretary for the 1957 crops of such commodities, to 
provide such producers with a return on such feed grains, which is as nearly 
equal to their feed value equivalent to corn at $1.60 per bushel or 90 per centum 
of the parity price therefor, whichever is higher, as the funds made available 
will permit. 

(d) The payments authorized by this section shall be in addition to and 
not in substitution for any other payments authorized by law and shall be 
made as soon as possible after determination of compliance under the 1957 
acreage allotment programs or other determination of eligibility for payment. 
The provisions of sections 385 and 388 of the Agricultural Adjustment Act of 
1938, as amended, shall apply in all respects to payments made pursuant to 
this section. There is hereby authorized to be appropriated such sums as 
Congress may determine to be necessary for the purposes of this section. 

Sec. 5. For each year in which an acreage allotment program will be in 
effect for corn, an acreage allotment shall be established for other feed grains. 
For 1957, in the commercial corn-producing area, such acreage allotment for 
other feed grains shall be 85 per centum of the average acreage on the farm 
planted to grain sorghums, barley, rye, and oats for the three years 1953, 
1954, and 1955; and outside the commercial corn-producing area, such acreage 
allotments for feed grains shall be 85 per centum of the average acreage of the 
farm planted to grain sorghums, barley, rye, oats, and corn for the three years 
1953, 1954, and 1955. For 1958 and subsequent years in which an acreage 
reserve program will be in effect for corn, there is hereby established an 
acreage allotment for feed grains (corn produced outside the commercial 
corn-producing area, grain sorghums, barley, rye, and oats). Such acreage 
allotment for feed grains shall be 85 per centum of the average acreage planted 
to such feed grains for the three years 1953, 1954, and 1955 adjusted to reflect 
change in the commercial corn-producing area. The acreage allotment of 
feed grains shall be apportioned by the Secretary among the States on the basis 
of the acreage of feed grains (planted and diverted) in such States for the 
five calendar years immediately preceding the calendar year in which the 
apportionment is made, with adjustments for abnormal weather conditions 
and for trends in acreage during such period. The acreage allotment of feed 
grains for each State, less a reserve of not to exceed 3 per centum thereof for 
apportionment as provided by this subsection, shall be apportioned by the 
Secretary among the counties on the basis of the acreage of feed grains (planted 
and diverted) in such counties for the five calendar years immediately pre- 
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ceding the calendar year in which the apportionment is made, with adjustments 
for abnormal weather conditions, for trends in acreage during such period and 
for the promotion of soil-conservation practices: Provided, That any downward 
adjustment for the promotion of soil-conservation practices shall not exceed 
2 per centum of the average allotment that would otherwise be apportioned 
to the county. The acreage allotment for the county shall be apportioned by 
the Secretary through the local committees, among the farms within the 
county on the basis of past acreage of feed grains (planted and diverted), 
tillable acreage, crop-rotation practices, type of soil, and topography. The 
reserve set aside herein shall be apportioned to farms on which feed grains 
have not been planted for any of the crops for the three years immediately 
preceding the year for which the apportionment is made (such farms are 
hereinafter called “new feed grain farms’). Producers shall not be eligible for 
compensation under the acreage reserve program for feed grains, on new feed 
grain farms. For purposes of this subsection, and section 4 the terms “plant” 
or “planted”, as used with respect to feed grains, other than corn, shall mean 
plant or planted for harvest as grain. 

Sec. 6. Section 103 (a) of the Soil Bank Act is amended by inserting after 
the phrase “corn produced in the commercial corn-producing area” the follow- 
ing: “corn produced outside the commercial corn-producing area, oats, grain 
sorghum, rye, barley, pasture and grazing land.” 

Sec. 7. (a) In order to assure the orderly marketing of an adequate national 
supply of hogs and pork products, and cattle and beef products, to encourage 
the increased domestic consumption of pork, beef and pork and beef products, 
to maintain the productive capacity of our hog and cattle farming industry, 
and to avoid the feeding of hogs and cattle to less desirable weights, the 
Secretary of Agriculture is authorized and directed, whenever he finds (1) 
that the annual pig crop for any year will exceed the average pig crop for 
the ten preceding years, or the number of cattle on hand in any year will 
exceed the average number of cattle on hand for the preceeding ten years, or 
(2) that the national average price received by farmers for hogs or cattle is 
less than 90 per centum of the parity price therefor, to make incentive payments 
to hog and cattle producers to encourage the marketing of hogs and cattle for 
slaughter at live weights of two hundred pounds or less for hogs and nine 
hundred and fifty pounds or less for cattle. 

(b) The amounts of incentive payments under this Act shall be established 
by the Secretary at such level, not less than $1 or more than $3 per hundred- 
weight, as he determines is necessary to carry out the purposes of this section, 
except that (1) whenever the national average price received by farmers for 
hogs or cattle in any month is less than 85 per centum of the parity price for 
hogs or cattle, respectively, the incentive payment for such month shall not be 
less than $2 per hundredweight, and (2) whenever such average price for any 
month is less than 80 per centum of such parity price, the incentive payment for 
such month shall be $3 per hundredweight. No producer shall be eligible to 
receive incentive payments under this section totaling in excess of $1,500 in any 
calendar year. 

(c) The Secretary is authorized to use any funds of the Commodity Credit 
Corporation, and any funds appropriated by section 32 of Public Law 320, 
Seventy-fourth Congress (49 Stat. 774; 7 U. S. C. 612c), as amended, in making 
the payments provided by this section. 

(d) Every purchaser of hogs and cattle for slaughter shall supply to the 
producer of such hogs or cattle a ticket, in such form as may be prescribed by 
the Secretary, showing the number of hogs sold in weight classes of two hundred 
pounds or less, or cattle sold in weight classes of nine hundred and fifty pounds 
or less, and the total weight of the hogs or cattle sold. Such producer shall 
make application for the payment of incentive benefits under this Act by fiiing 
the ticket received by him from the buyer with the county committee for his 
county appointed under section 8 (b) of the Soil Conservation and Domestic 
Allotment Act. 

(e) Payments shall not be made under this section after December 31, 1960. 

Sec. 8. That the Soil Bank Act is further amended— 

(a) by inserting after the second sentence of section 103 (a) the follow- 
ing: “In addition to the foregoing, the Secretary is authorized and directed 
to formulate and carry out during the period ending June 30, 1960, an acre- 
age reserve program for grazing lands under which farmers or ranchers will 
be compensated for reducing their acreage of grazing lands and making 
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a corresponding reduction in numbers of livestock other than sheep below 
a representative period designated by the Secretary. Such program shall 
be formulated in such a manner as to make it possible, in conjunction with 
the conservation reserve program, to retire entire farming or ranching units 
from production. All the provisions of this title not inconsistent therewith 
shall apply to the grazing lands acreage reserve program.” 

(b) by amending the first sentence of section 105 (c) to read: “The total 
compensation paid producers for participating in the acreage reserve pro- 
gram with respect to any year’s program shall not exceed $800,000,000, and 
with respect to any commodity for any year shall not exceed the amount 
shown below: Wheat, $375,000,000; cotton, $300,000,000; corn in the com- 
mercial corn-producing area, $300,000,000; peanuts, $700,000,000 ; rice, $23,- 
000,000 ; tobacco, $45,000,000 ; and grazing, $60,000,000.” 

(c) by striking out the period at the end of paragraph (a) (1) of section 
107 and inserting: “or (where an entire farming or ranching unit is retired 
from production) the grazing of livestock.” 

Sec. 9. (a) Subsection 107 (a) (1) of the Soil Bank Act is amended to read 
as follows: “To establish and maintain for the contract period protective vegeta- 
tive cover (including, but not limited to, grass and trees), water storage facili- 
ties, or other soil-, water-, wildlife-, or forest-conserving uses on a specifically 
designated acreage of land on the farm regularly used ‘as grazing land or pas- 
ture or’ in the production of crops (including crops, such as tame hay, alfalfa, 
and clovers, which do not require annual tillage) .” 

(b) Section 107 of the Soil Bank Act is amended by adding the following 
new subsection : 

“(e) Notwithstanding any other provision of this Act, the Secretary is author- 
ized and directed to formulate and announce a program under this subtitle B for 
pasture and hay lands and to enter into contracts thereunder with producers 
which contracts may be for minimum terms of one year, shall prohibit grazing 
of the contract acres except pursuant to the provisions of section 103 (a) hereof, 
and may treat pastureland left idle as land established and maintained in 
vegetative cover. The program formulated by the Secretary shall permit placing 
entire farming units in the conservation reserve program of the Soil Bank Act.” 

(c) Subsection 109 (c) of the Soil Bank Act is amended to read as follows: 
“In carrying out the conservation reserve program, the Secretary shall not enter 
into contracts with producers which would require payments to producers, in- 
cluding the cost of materials and services, in excess of $500,000,000 in any 
calendar year.” 

Sec. 10. Notwithstanding any other provision of law, corn planted for silage 
purposes shall not be considered as corn for purposes of acreage allotments and 
the acreage reserve program. 

Sec. 11. Eligibility of any producer under sections 2 and 4 of this Act shall be 
limited to proportioned parts of total sales of all commodities, not to exceed in 
value, at the parity price, of fourteen thousand bushels of corn or ten thousand 
bushels of wheat, whichever is greater. 


[H. R. 10193, 85th Cong., 2d sess.] 


A BILL To amend section 101 of the Agricultural Act of 1949, as amended, relating to 
price support on wheat 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 101 of the Agricultural Act of 
1949, as amended (7 U. S. C. 1421), is amended by adding at the end thereof the 
following: 

“(g) notwithstanding any other provision of law the level of price support for 
the 1958 harvest of wheat shall not be less than $2 per bushel.” 


[H. R. 10204, 85th Cong., 2d sess. ] 


A BILL To amend section 101 of the Agricultural Act of 1949, as amended, relating to 
price support on wheat 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 101 of the Agricultural Act of 
1949, as amended (7 U. S. C. 1421), is amended by adding at the end thereof the 
following: 

“(g) notwithstanding any other provision of law the level of price support for 
the 1958 harvest of wheat shall not be less than $2 per bushel.” 
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[H. R. 10241, 85th Cong., 2d sess. ] 


A BILL To amend section 101 of the Agriculture Act of 1949, as amended, relating to the 
price support on wheat 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 101 of the Agricultural Act of 
1949, as amended (7 U. S. C. 1421), is amended by adding at the end thereof the 
following: 

“(g) notwithstanding any other provision of law the level of price support for 
the 1958 harvest of wheat shall not be less than $2 per bushel.” 


[H. R. 10269, 85th Cong., 2d sess.] 


A BILL To amend section 101 of the Agriculture Act of 1949, as amended, relating to the 
price support on wheat 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 101 of the Agricultural Act of 
1949, as amended (7 U. S. C. 1421) is amended by adding at the end thereof the 
following: 

“(g) notwithstanding any other provision of law the level of price support 
for the 1958 harvest of wheat shall be not less than $2 per bushel.” 


[H. R. 10837, 85th Cong., 2d sess.] 
A BILL To provide a support level for the 1958 crop of wheat of not less than $2 per bushel 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 101 (d) of the Agricultural Act 
of 1949, as amended, is amended by adding paragraph (7) a new paragraph as 
follows: 

“(8) The 1958 crop of wheat shall be supported to cooperators at a level of 
not less than $2 per bushel.” 


[H. R. 10169, 85th Cong., 2d sess.] 


A BILL To amend the Agricultural Act of 1949 to provide for price support at parity for 
the first three thousand five hundred bushels of wheat produced on each farm 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (d) of section 101 of the 
Agricultural Act of 1949 is amended by adding at the end thereof the following 
new paragraph : 

“(8) With respect to the first three thousand five hundred bushels of a crop of 
wheat produced by a cooperator, the level of price support shall be the parity price 
for wheat.” 
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Mr. Axsert. We have met this morning to hear representatives 
from the Department of Agriculture. Mr. Marvin McLain, Assistant 
Secretary of the United States Department of Agriculture, and some 

| of his associates are here. 

Mr. McLain, would you like to come forward, present your asso- 
ciates and have as many of them with you as you would like? 

Mr. McLain. I think we will just have them all here. 

Mr. Avserr. All right. 

Mr. McLarty. This is Mr. Sorkin, Mr. Shulman, and Mr. Borton. 
Mr. Shulman is from our General Counsel’s office. 

Mr. AuvBert. Would each of you state your full name and branch? 

Mr. Sorkin. Martin Sorkin, Assistant to the Secretary. 

Mr. Suutman. Edward M. Shulman, Deputy General Counsel. 

Mr. Borton. Albert J. Borton, Chief of the Commodity Programs 
Branch of the Grain Division, CSS. 

Mr. Atzert. You havea prepared statement ? 

Mr. McLatn. I do, Congressman Albert, and I think it will be well 
if I can present it briefly to you, and then we would be glad to answer 
any questions. 

e assume, from the word we got from the committee clerk, that 
you wanted us to report on these various bills, together with the wheat 
situation, and what we were proposing and so forth. 

Mr. Argert. Any comments you have we would like to hear. We 
would like also to have you comment on these various bills while 
you are here. 

Mr. McLarn. All right, with your permission then I will read this 
as quickly as I can, and if you have any questions, if you want to 
stop me, all right, and if you want to wait until the end that is all 
right. 


STATEMENT OF MARVIN L. McLAIN, ASSISTANT SECRETARY, 
UNITED STATES DEPARTMENT OF AGRICULTURE; ACCOMPANIED 
BY MARTIN SORKIN, ASSISTANT TO THE SECRETARY, UNITED 
STATES DEPARTMENT OF AGRICULTURE; EDWARD M. SHULMAN, 
DEPUTY GENERAL COUNSEL, UNITED STATES DEPARTMENT OF 
AGRICULTURE; AND ALBERT J. BORTON, CHIEF, COMMODITY 
PROGRAMS BRANCH, GRAIN DIVISION, COMMODITY STABILIZA- 
TION SERVICE, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. McLarty. I am happy to be here today to give you the Depart- 
ment’s reactions to 12 of the many bills that have been iptsedaned 
in Congress to help solve our wheat problems and the Department’s 
views on needed legislation. 

As one of the major crops of this country we feel it most appro- 
priate for this committee to consider the problems of wheat and 
possible solutions. While we have taken many actions to assist wheat 
producers, we recognize that all the problems have not been solved. 


ACTIONS TAKEN TO ASSIST WHEAT PRODUCERS 


We recommended and the Congress enacted, in 1954, the Agricul- 
tural Trade and Development Act, Public Law 480, to dispose of sur- 
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pluses. Under this law we have programed the export movement of 
about 875 million bushels of wheat. 

We have in operation a subsidy program for wheat exports which, 
for liberality, is not approached for any other commodity. Last year 
we exported 546 million bushels of wheat, the highest level in history. 
This is also the largest quantity ever exported by any country in any 
one year. 

We put into effect a wheat-export program which utilizes the 
facilities of the private trade and has had the effect of boosting the 
domestic price of wheat. 

We liberalized the grade specifications for supporting wheat, per- 
mitting loans on wheat which would not ordinarily have qualified. 
This meant dollars in the pockets of wheat farmers. In order to en- 
courage production of desirable types of wheat we have provided for 
a 20-cent-per-bushel quality differential against undesirable varieties. 

We purchased bins to make storage space available to wheat farmers, 
and provided low-cost credit for farmers to build their own storage. 
Thus more wheat farmers were given an opportunity to use the loan. 

We permitted wheat farmers in drought areas to graze their wheat 
acreage reserve land, thus enabling them to maintain basic breeding 
herds. 

Major efforts in our wheat-research program involve (1) a search 
for sources of breeding stocks resistant to virulent races of stem rust 
and other destructive diseases, (2) the development of commerciall 
acceptable varieties resistant to sawfly and other hazards, and (3 
improvement in quality of all classes of wheat to better meet de- 
mands of the trade. 


SUPPLY AND UTILIZATION OF WHEAT 


By the start of the 1958-59 wheat-marketing year on July 1, 1958, 
we expect wheat stocks to be down to about 880 million bushels— 
the lowest beginning-of-the-season stocks since the 1953-54 season. 
At this level, stocks would be about 150 million bushels, or almost 
15 percent, below the previous peak reached at the start of the 1955-56 
season. 

However, the total wheat supply in 1958-59 is expected to be at 
or near an alltime record high of between 2 and 2.1 billion bushels. 
At this level, the supply would be near the previous record in the 
1956-57 season. 

Major factor responsible for this prospective record is the unusually 
large 1958 winter wheat crop. Winter wheat production is forecast 
as of April 1 at 964 million bushels, nearly 36 percent above last year’s 
crop, due to a record yield of 21.9 bushels per seeded acre—about 3 
bushels or over 15 percent above yields last year and 6 bushels above 
average. This fourth largest of record winter wheat production, to- 

ether with our estimate of spring wheat production based on the 
intended acreage and average yields of the past 2 years, would result 
in a total prospective 1958 crop production between 1.1 and 1.2 billion 
bushels. 

Wheat utilization in 1958-59 is expected to be about 1 billion bushels, 
the same as in 1957-58. The exact level will depend, of course, upon 
our export volume. Currently, we anticipate 1958—59 exports of about 
400 million bushels, the same as in 1957-58. If exports reach this 
level, they will be quite high compared with other recent years, exclud- 
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ing 1956-57 when exports, of course, reached an alltime high of about 
550 million bushels. 

Subtracting the prospective utilization of 1 billion bushels from 
the prospective supply of from 2 to 2.1 billion bushels leaves the 
prospective record carryover of 1 to 1.1 billion bushels, the figure 
referred to earlier. That is enough wheat to more than take care of 
all of our needs for 1 complete year, both domestic and export. 


1958 CROP PROGRAMS 


We again will have an acreage allotment and marketing quota 
program, price support, and an acreage reserve program for the 1958 
crops. 

The national acreage allotment has been established at 55 million 
acres, the minimum permitted by law. In the absence of this mini- 
mum, the allotment would have been only about 23 million acres. 

Price support will be at not less than $1.78 per bushel. This sup- 
port level is subject to review at the start of the 1958 crop season 
when we will recalculate the supply percentage to determine whether 
the combination of this more up-to-date supply percentage and the 
parity price for July will require an upward adjustment in the $1.78 
per bushel rate. 

The acreage reserve program signup for the 1958 wheat crop will be 
a little over 5 million acres. This compares with 12.8 million acres 
in 1957. The reason for this difference in signup is accounted for 
largely by the fact that moisture conditions were ideal for wheat 
seeding last fall in the fall wheat area. Fall wheat growers elected 
to plant wheat rather than participate in the acreage reserve program. 


1959 CROP PROGRAMS 


The only program announced to date for the 1959 crop is the acreage 
allotment and marketing quota program. The national acreage allot- 
ment has been set again at 55 million acres, the minimum permitted 
by law. In the absence of this minimum, the allotment would have 
been 21.4 million acres. 

Farmers will vote on marketing quotas in a referendum scheduled 
for June. Before that date, the 1959 crop prior-to-planting-time 
minimum support level will be announced. 

It is contemplated now that there will be no acreage reserve program 
for 1959 crop wheat. 

Now to get down to a discussion of the bills, the two-price plan— 
H. R. 4637, H. R. 7815, H. R. 7939, H. R. 8059, H. R. 10203. 

Mr Atpeert. May I say here, if members want to question you up 
to now, it will be all right with me. I think it would probably be 
better to take all the points up and then have questions. You have 
given us a lot of valuable information and we appreciate having it. 

Mr. McLarn. I think if we get the facts, then we will be glad to 
try to answer any questions; or, any way you want to do it, Mr. Albert. 

Mr. Arzert. All right, proceed. 

Mr. McLain. All right. 

Perhaps no solution to the wheat problem has been discussed by 
Congress more than the two-price approach. The two-price approach 
was one of the first plans we studied in the comprehensive review of 
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the farm program we made shortly after we took office, about 5 years 
ago. We have reviewed it on several different occasions since then. 

And may I say to you we have a very close, fine working relation- 
ship with the wheat groups in this country, and we have always tried 
to listen to their side of this presentation—those who have been work- 
ing on it and are sincere in their interest in it, and we have a very 
high regard for them. So what we are going to say here in no way 
should be construed that we do not have such. 

First, it should be pointed out that we operate the present wheat 
program as a two-price plan. It is under the International Wheat 
Agreement, of course. The difference between the domestic and ex- 
port price is great—some 75 cents per bushel average in recent years. 
Of course, this is varied according to what our domestic price was 
and what the world price was. The difference is paid from general 
taxation—not by a higher charge on the primary users of bread and 
wheat products who tend to be the low-income families. 

The two-price plan was suggested as a solution in the twenties 
after export markets for wheat decreased sharply. Since then this 
approach has come to the fore every time a wheat surplus has 
developed. 

Two-price wheat legislation has been passed by Congress on three 
separate occasions. Each of these plans was vetoed by the President. 
The last veto was the domestic parity plan for wheat included in the 
vetoed Agricultural Act of 1956. The other two vetoes were in the 
MeNary-Haugen bill days. 

The two-price plan derives its name from the fact that it pro- 
vides for different prices for wheat sold in two different markets— 
a primary and secondary market. While the various plans differ as 
to detail, their common objective briefly is this: 

Sales for domestic food use—that is, “primary” market. On wheat 
sold for this use, plans generally provide for parity or close to parity 
prices. Domestic demand for wheat for food is relatively inelastic. 
That is, wheat consumption as food is not affected significantly by 
price increases. Consequently, farm income from food sales can be 
increased by raising the price—a change which has little effect on 
volume. Since about half our wheat consumption goes into domestic 
food uses, domestic food use is the primary market and an increase 
in price to parity level could have a significant effect on farm income. 

Sales for export or for domestic feed use—the “secondary” market. 
On wheat sold for these uses, plans generally provide for the world 
market price. Some plans, however, provide for loans to keep the 
price from unduly interfering with world market prices or domestic 
feed prices. Demand for wheat in export is somewhat more elastic 
than demand within the United States; that is a change in the export 
price will result in a greater use than is the case for domestic food 
uses. Demand for wheat for feed is also elastic. Consequently, it is 
claimed that income from these sales can be increased by reducing 
prices with increased sales more than offsetting price reductions. 
Generally in recent years our feed use has amounted to about 50 mil- 
lion bushels a year and exports have varied from year to year, de- 
pending mainly upon the size of crops outside the United States and 
disposals under special programs. 

I would underline the “special programs.” It is in these outlets 
that there is the greatest potential for expanding use. 
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Advocates of these plans claim that they have a number of ad- 
vantages over other approaches. The more important advantages 
claimed include these : 

1. It would be a move toward free market prices and if loans are 
not a part of the plan grain exporters could compete vigorously for 
export markets without a direct Government export subsidy. 

_2. It would widen markets for wheat. It is claimed that permit- 
ting prices to adjust freely to equilibrium levels will increase exports 
and use of wheat for feed. 

3. It would eliminate or reduce Government interference with wheat 
marketings. It is claimed that under this approach Government 
acquisitions, sales, and export subsidies will be reduced to the absolute 
minimum. 

4. It would eliminate or reduce Government control over wheat pro- 
duction. It is claimed that eventually under this approach acreage 
allotments and marketing quotas will not be needed. 

5. It would eliminate Government costs of price support. It is 
claimed that this approach is self-financing, not requiring any Treas- 
ury expenditures. 

With this background, let us now turn to a description of H. R. 4637, 
1 of the 5 bills being studied, and the reasons why the Department 
recommends against enactment of the 2-price approach. 

H. R. 4637 provides for supporting at 100 percent of parity United 
States wheat used domestically as good and for supporting the portion 
of the crop exported or used as feed at such lower level as the Secre- 
tary determines to be in proper relation to the levels at which other 
feed grains are supported and to be compatible with our wheat export 
and international trade policies. 

Separation of the domestic food market from the export and feed 
markets would be done by the issuance of marketing certificates to 
producers covering the domestic food quota. The per bushel value of 
each certificate would be equal to the amount by which the estimated 
parity price exceeds the estimated average price received by farmers. 
The domestic food quota would be apportioned among the States, 
counties, and individual farms in a manner somewhat similar to the 
way in which acreage allotments are apportioned under present legis- 
lation. Compliance with acreage allotments may be required by the 
Secretary as a condition of eligibility for price support and for the 
receipt of marketing certificates. 

Processors of wheat would be required to acquire marketing cer- 
tificates covering the quantity of wheat used in the products made for 
domestic food consumption. While marketing certificates would also 
be required to be purchased by processors for wheat products exported, 
the cost of the certificates acquired would be refunded upon proof of 
export. 

he system of price support would be self-financing to the extent 
that the funds received from the sale of marketing certificates to 
processors covering the wheat equivalent of the products made from 
wheat for domestic food consumption equal to the value of the 
marketing certificates issued to producers. 

The reasons why we oppose this approach are as follows: 

1. There is considerable question whether the plan by itself would 
widen exports and feed use over the volume likely under present 
programs. 
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(a) This bill provides for a loan program designed to curb United 

States competition in international wheat trade “and prevent large- 
scale competition of wheat in the feed grain markets. As a result, the 
free markets contemplated by advocates of two- price plans will not 
materialize. These loan programs recognize a dilemma in which 
advocates of the two-price plans generally find themselves. On the 
other hand, significant expansion in export markets and feed grain 
use cannot be achieved without effective competition of wheat in the 
feed and export markets. At the same time, large-scale competition 
of wheat with corn and other feed grains (m: .de- possible by assured 
high-level returns by wheat producers from the domestic food mar- 
ket ) would be incompatible with the price support and adjustment 
programs in effect for corn and other feed grains and create interna- 
tional problems. As a result, the two-price bills being considered 
provide for price support for the entire wheat crop at levels which 
take into consideration, among other things, (1) the price support 

levels for corn and other feed . grains and (2) the provisions of any 
international agreement relating to wheat which the United States 
is a party, foreign trade policies of friendly wheat exporting coun- 
tries, and other factors affecting international trade in wheat. 

(6) We already are exporting substantially large quantities of 
wheat by export subsidy under the International Wheat Agreement, 
the CCC export program and under Public Law 480. Increased com- 
mercial exports are not likely to occur at the levels of price likely to 
prevail under the proposed legislation. For 1958-59, these exports 
are expected to reach at least 400 million bushels. 

2. This approach will not reduce Government interference with 
marketing and production of wheat, nor give farmers more freedom. 
The loan program provided would restrain competition of wheat in 
the feed and export markets and result in surpluses for delivery to 
the Government as under the operation of the present programs. 
This, in turn, would necessitate stringent acreage controls which the 
bill authorizes as a condition of producer eligibility for price sup- 
port and for receiving marketing certificates. At the same time, to 
enforce the certificate program, there will be many check balances, 
records, and reports required in the marketing process. The loan 
program itself also would interfere with free marketings, just as at 
present, and export subsidies, of course, still would be needed. 

In substance, even with a two-price plan the Government would 
still find itself doing the following things: 

(a) Supporting wheat prices; 
(6) Issuing loan schedules with differentials for areas and 
i 
(c) Carrying on a wheat storage program ; 
(d) Acquiri ing and selling wheat ; 
(e) C ontrolling production ; ; 
f) Paying out export subsidies ; 
(g) Controlling the flow of certificates ; and 
(A) Policing the enforcement of the certificate plan. 

Quite obviously, these plans cannot be a step in the direction of 
less controls. 

This approach would not be self-financing since consumers will 
pay the cost directly instead of indirectly through taxes. 
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In all likelihood, the certificate plan would be construed by our 
consumers and the baking industry as a tax on bread. The fact that 
the returns to producers over and above those obtainable under a 
system of free market prices would be derived largely from our low- 
income consumers would seriously impede the public acceptability 
of such a program. 

Since per capita wheat consumption is largest among the low- 
income groups of our population, the burden of providing a price- 
support program for wheat would largely fall upon those in our 
economy who are in the weakest position to pay for it. 

4, Any artificial stimulus to increase the production of wheat for 
feed would be most untimely. Feed grain stocks at the start of the 
1958-59 season are expected to be at an all-time high of 60.4 million 
tons. Therefore, the disposal of large quantities of low-priced feed 
wheat could have serious impact on our feed grain markets. We 
would merely be shifting our surplus problem from wheat to corn, 
i sorghums, and other feed grains. 

5. Any price-cutting alatalen to increase exports significantly 
could have international repercussions. These repercussions could 
take many forms, one of which could be a cutback on foreign imports 
of other United States crops, such as cotton, where the United States 
must depend on foreign markets for a substantial part of its outlets. 

6. A number of other problems are likely to arise, including these: 

(a) Wheat producers who have been growing high-quality milling 
wheat would likely consider as inequitable the program provision 
under which the apportionment of certificates to Seana would be 
based on total wheat production, irrespective of the market outlet 
into which the wheat is moved. 

(6) Without allotments in effect, this apportionment provision 
would tend to encourage producers to expand their acreages so as to 
obtain a greater share of the relatively stable and high-priced domestic 
food market. 

(c) Many complex administrative problems are inherent in the 
system of marketing pr oposed in this bill. For example, the Depart- 
ment would have to determine the value of the certificates in advance 
of the marketing year based on the amount by which the estimated 
parity price exceeds the estimated average price received by pro- 
ducers. Errors in these estimates may result in consumers having 
to pay more than parity for wheat and to offset such errors, complex 
administrative procedures would be required. On the whole, the 
program would involve the Government more instead of less i in the 
handling of wheat in direct competition with the private trade. 

7. The two-price approach also could adversely affect small wheat 
producers—those who harvest 15 acres or less. These small producers 
would be affected in two ways: 

(1) They would have no voice in determining whether the two-price 
plan would be adopted. This decision would be made in the regular 
marketing quota referendum by the majority of producers voting. 
Producers with 15 acres or less are not eligible to vote in the referen- 
dum. 
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The following shows by States the percentage of wheat farms for 
which farmers would not be eligible to vote in the referendum. 


Percent farm Percent farm 
seeding, seeding, 
State 1—15 acres State 1—15 acres 
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You will notice that, for the United States as a whole, about half 
of the wheatgrowers would be ineligible to vote. 

(2) They would have their net incomes reduced, that is these 
small wheatgrowers. Under present legislation, a farmer planting 
15 acres or less may market this entire quantity free of marketing 
quota penalty. While he must still plant within his acreage allot- 
ment in order to be eligible for price support, he still receives the 
umbrella effect of price support provided on other wheat. Under the 
domestic parity plan, however, producers growing 15 acres or less 
would be required to plant within their allotment to be eligible for 
certificates, This would mean that they would receive a relatively 
good price on a much smaller quantity of wheat than under the 
present program. 

Now I will comment on several of the other bills here: 

Price support at $2 per bushel, that is, H. R. 10193, H. R. 10204, 
H. R. 10228, H. R. 10241, H. R. 10269, and H. R. 10837. 

These 6 bills would amend section 101 of the Agricultural Act of 
1949, as amended, by adding a paragraph (g) providing that the 
price support level for the 1958 crop of wheat shall not be less than 
$2 per bushel. 

The bills would have the effect of raising the support level by 22 
cents from the presently announced minimum level of $1.78. 

The $1.78 per bushel level or 75 percent of parity, was determined 
in accordance with title I of the Agricultural Act of 1949, as amended, 
which provides for a national average support level of not more than 
90 percent of parity nor less than a level determined by the supply 
percentage as of the beginning of the marketing year. In any event, 
the minimum level of support cannot fall below the 75 percent. At the 
time the 1958 crop wheat minimum national average support was 
announced in April 1957, it, was estimated that the wheat supply 
for the 1958-59 wheat marketing year would be 141.8 percent of the 
normal supply. In accordance with the legal formula, if the total 
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supply is more than 130 percent of the normal supply, a minimum 
level of 75 percent of parity is indicated. 

The Department recommends against enactment of these six bills for 
these reasons: 

1, The announced support level of $1.78 per bushel for the 1958 crop 
was determined in accordance with existing standards contained in 
the Agricultural Act of 1949, as amended. 

2. It is undesirable to rigidly fix the support level by law. To do 
so eliminates the desirable procedure of acting on the basis of a 
studied evaluation of the current situation. The supply percentage 
for wheat is now expected to be 177.5 percent of normal—well above 
the 130 percent where support drops to 75 percent under the 
escalator clause. 

3. The actual wheat acreage allotment for 1958 is considerably 
above the acreage needed to adjust supplies to normal. The mini- 
mum national wheat acreage allotment fixed by law is 55 million acres. 
If the 1958 crop wheat acreage allotment had ben determined on the 
basis of the legal supply formula, as provided in the act of 1938, as 
amended, the acreage allotment would have been approximately 23 
million acres. 

4. An increase in the support level should also result in an increase 
in the domestic market price. This could tend to have the effect of 
either pricing our wheat out of the world market or alternatively 
raising the ay on exports by 22 cents a bushel. On a 400 million 
bushel export prospect, this would mean an additional cost of about 
$88 million. 

5. To increase the national average support level from $1.78 per 
bushel to $2 per bushel will substantially increase the cost to the 
Government. It will cause more wheat to be acquired under the price- 
support program at a higher cost. 

6. It would be unfair to those wheatgrowers who signed up under 
the 1958 acreage reserve program last fall on the assumption that the 
announced price support would be the effective rate. 

Now we had one other bill here, graduated price support—H. R. 
10169. 

H. R. 10169 adds a paragraph to section 101 of the Agricultural Act 
of 1949 which would permit a cooperator to obtain price support at 
100 percent of parity on the first 3,500 bushels of wheat he produces. 
For wheat in excess of 3,500 bushels, a cooperator would receive price 
support at a level determined within the range of 75 to 90 percent of 
parity under present legislation. For example, if the law were in 
effect for the 1958 season, a producer who produced not more than 
3,500 bushels of wheat would receive 100 percent of parity on his entire 
production. A producer who produced 10,000 bushels of wheat would 
receive 100 percent of parity on the first 3,500 bushels of wheat and 75 
percent of parity support on the remaining 6,500 bushels. 

Under the current wheat price support authority, each cooperator 


realizes approximately the same support level for comparable quali- 
ties, regardless of the quantities produced. 

The Department recommends against enactment of the law for these 
reasons : 

1. It would result in a substantial increase in price support for over 
half the wheat crop. We do not have information which would in- 
dicate the exact quantity of wheat which would be eligible for support 
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at 100 percent of parity. However, rough estimates indicate that ap- 
proximately 95 percent of the farmers would be eligible to receive 
this high level of support on their entire production. The remaining 
tarmers would receive 100 percent of parity on their first 3,500-bushel 
production and the lower level of support on their additional produc- 
tion. Based on a national average wheat yield, farmers having ap- 
proximately 150 acres or less would be eligible for the 100 percent of 
parity level of support on their entire production. This means that 
the production on somewhere between twenty-seven to twenty-eight 
million acres, or about 55 percent of the total crop, would be eligible 
at the higher level. 

2. The support level would serve as an umbrella over the market 

with the result that the entire wheat crop would sell at close to 100 
vercent of parity. Large producers thus would receive much of the 
benefit of the 100 percent of parity loans intended for small producers. 
While it is true that for the 1958 crop the support price of the remain- 
ing 45 percent of the wheat crop would be only 75 percent of parity, it 
is also true that the removal of about half the crop at 100 percent of 
parity loans would push up the free market to close to 100 percent of 
parity. 

3. Large producers would take over commercial markets from small 
producers. This would result because smal] producers would tend to 
sell their entire output to the Government. 

This could dry up free supplies in certain areas where small pro- 
ducers predominate. The result would be an undesirable distortion 
of marketing patterns. 

4. The cost of the Government price-support program and export 
subsidy program would be materially increased. If the proposal had 
been in effect in 1958, it would have required support at $2.41 per 
bushel on the first 3,500 bushels instead of $1.78, an increase of 63 cents 
per bushel. On exports alone, this would mean an increased subsidy of 
around $250 million. 

5. More farmers would go into wheat growing. Under existing leg- 
islation, any farmer can market the output of up to 15 acres without 
penalty. A market of close to $2.41 would encourage many more 
farmers to take advantage of this exemption. 

6. Other farmers would find it profitable to increase capital invest- 
ments designed to raise yields at $2.41 per bushel. 

7. The net effect would be that the program would not operate 
to discourage excess production and would seriously impede the De- 

artment’s efforts to expand use and bring about a better balance 
etween supplies and demand. 

Now a word about the Department’s recommendation. 

The Department has been studying various additional proposals 
to help solve the wheat problem. It is our firm belief that of the 
many suggestions considered the most appropriate solution is con- 
tained in the recommendation made back in January to Congress by 
the President in his 1958 farm program message. For wheat, this 
would involve these two changes, together with extension of Public 
Law 480. 

1. The overall range within which price support may be provided 
should be widened substantially. Presently, price supports must be 
provided between 75 and 90 percent of parity. This range is too 
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narrow to permit the expansion of markets needed to absorb the in- 
creased production which our farms will likely produce and are 
capable of producing. 

ather than determining price supports for the basic commodities 
by formula between 75 and 90 percent of parity. price supports should 
be determined sdenictinterntinvaly in a wider range—from 60 to 90 
percent of parity. 

2. The escalator clauses in the basic law should be abolished. This 
is essential. This law requires that price supports be raised as the 
surplus is reduced. This means that incentives are provided to build 
new surpluses as soon as present surpluses start to decrease. This 
keeps farm people continually under the shadow of surpluses. 

The criteria for determining the specific support levels for the six 
basic crops should be the same as now apply to feed grain and the 
oilseed crops. 

In view of the record wheat supplies, these two changes will not 
solve the wheat problem overnight. However, they will be concrete 
steps forward in our long-range efforts to bring about a better balance 
between supply and demand. Along with these two changes we have 
requested the Congress to further extend Public Law 480—and we 
hope that the House will get active on this shortly because, in our 
judgment, there are some sales that we are currently losing for wheat 
that we could just as well have if this thing were extended—so we 
can continue our high rate of wheat exports. 

Before concluding my remarks, may I urge your subcommittee to 
act with all speed possible on the President’s recommendations. We 
cannot afford to lose another year in our battle to bring about a better 
adjustment between supplies and need. The wheat situation again 
is critical. We need adequate tools to solve the wheat problem. 1] 
firmly believe that we have the tools in the President’s message. 

Now that has covered a lot of territory, Congressman Albert. 

Mr. Arsert. Mr. McLain, we appreciate your statement because 
you have covered all the material we requested you to cover. We 
realize it was quite a big order, but we are trying to get into one set 
of hearings the entire wheat picture, particularly the price-support 
features of it, and we appreciate your statement. 

Mr. McLarn. We thought you would be interested in the supply 
situation, too, because that is what 

Mr. Atsert. We are grateful for the information that you gave us 
at the beginning of your statement, which gives us an overall picture, 
and for your discussion of all the various bills which have been intro- 
duced, and for your own departmental recommendations on the 
subject. 

Are there questions now from members of the committee? Does 
any member have questions ? 

Tam going to yield to you all first, and then I have a few questions. 

(Discussion off the record.) 

Mr. Avsert. Mr. McLain, I would like to ask a few questions. This 
statement is long and it will probably take a little time to cover all 
the features of it. However, I would like to begin with the two-price 
plan—which you have called it. I understand that the Wheat Grow- 
ers Association, which is sponsoring this plan, denies that it is a two- 
price plan; there is one price for wheat, and that is the market price 
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in the market place, and the certificate has nothing to do with the price 
of wheat as such. It is contemplated that wheat will move in the 
market place. 

Mr. McLatrn. I understand that, but I think even the strongest advo- 
cates would also agree that the world price would be different from 
the United States price, Mr. Albert. Therefore, it is hard for me to 
understand how we could say that we did not have more than one 
price. None of these bills permits the wheat price to go down to 
the world market level. With the indicated carryover stock of over 
a billion bushels, I do not believe you or anyone responsible in Gov- 
ernment would permit that to happen. 

Mr. Apert. No, but of course the theory of this plan is that we 
will have disaster loan rates only with respect to wheat for feed and 
wheat for export. 

Mr. McLatrn. They would be above the world price, though. 

Mr. Ausert. They would have to be close to the world price, not 
necessarily, as I understand it, above the world price at any particular 
time. There would be simply floors to keep our wheat from disturb- 
ing international relations, or to keep wheat from adversely affecting 
corn and feed grain markets. 

Mr. McLain. Of course, you recognize, Congressman Albert, on 
this point, and this is a vital point, one of the most vital of this 
whole program, that the United States, with the tremendous influ- 
ence it has, pretty well determines the world price of wheat today by 
what it does. It has fine cooperation from another country or two. 
But to release any volume much in excess of what we did release, I am 
sure, would require the world price to go down considerably from what 
is envisioned here. 

Mr. Aveert. I think that is right, but all the statements I have read 
by the supporters of the domestic parity plan indicate that they are 
not shooting for as much export wheat as you had in the 1956-57 
season ; if they can run 350 million to 400 million bushels a year, that 
that will be sufficient. And you are running now from 400 million to 
550 million bushels a year. 

Mr. McLain. We estimate around 400 million in the next 2 years. 

Mr. Axzgert. How much has that cost the Treasury of the United 
States, that 550-million-bushel export 

Mr. McLarty. We had a subsidy average of 75 cents. It varies, of 
course, by grade. 

Mr. Arpert. It spent over $300 million last year—— 

Mr. McLain. In that neighborhood; yes. 

Mr. Axperr. For the subsidy ? 

I cannot see why the use of a domestic parity plan in which wheat 
could flow at the rate of 300 million or 400 million bushels a year 
into the foreign markets could cost as much and could amount to as 
much Government control as a plan where you buy the wheat, or take 
it under loan and eventually buy it, and then ship it abroad at Gov- 
ernment expense, or subsidize it as it goes abroad. 

Mr. McLatn. I think if you did not move any more into export, 
or move less, as you have indicated, that the subsidy certainly would 
be less. We indicated that—that is, per bushel. Obviously, if you 
had a loan rate down here under your domestic price at a lower level 
than we currently have it, the difference between that and the world 
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rice should be considerably less. That would be a saving to the , 
‘ederal Government. 
Mr. Axsert. That is one of the things they are driving at; they do , 
not want you to have to pay support prices, that is, our regular support | 
prices at 75 to 90 percent, for wheat that is going to go into the export 
market, as I understand it. 

Mr. McLain. Well, again, the level of support, of course, and the 
vigor with which you try to export are significant. If you make the 
assumption you are not going to try to export any more vigorously 
than we have, which I think is what you are saying, I think the total 
cost for the export subsidy would be less. However, when you do 
this—— 

Mr. Arzert. If you export the same. Of course, we want to export 
all we can; we want to get rid of our crops. 

Mr. McLarn. The next thing you get into, when you do this, is im- 
mediately when you get this level down where it is comparable to the 
feed grains, the grain sorghums and corn, if you get it at that level, 
and I think this is partially the intent, at least of some of those that 
I have talked to—there are varying degrees of enthusiasm about how 
far this should go—but to the extent, certainly, with our current 
carryover stocks of feed grains, to the extent that wheat replaces grain 
sorghums in the area where they are both raised, of course, you are 
just taking it out of one hand and putting it in another. 

Mr. Avgert. We cannot consider the present surplus the fault of 
the prospective domestic parity plan. 

Mr. McLain. That is right. 

Mr. Apert. And the cost of getting rid of present surpluses is a 
charge against existing programs and should be charged against exist- 
ing programs because it has developed under existing programs. Isn’t 
that right? 

Mr. McLarn. Yes, I do not think that with respect to any new ap- 
proach made that you should charge the past accumulation to it. How- 
ever you have that facing you as to what you are going to do with the 
surplus. 

Mr. Azert. When we talk about 400 million bushels a year, we 
are talking about a normal procedure, when this plan has a chance 
to work. Now to offset this thing, these people who advocate this plan 
believe that they will be encouraging the production of better wheat. 
In other words, you get your certificate, you cash it, you put it in your 
pocket, and your wheat crop then competes on the domestic and on 
the world markets. Naturally, you are going to go after the best price 
her can get, and consequently you are going to try to produce the 

t quality of wheat possible to compete on the market. And, there- 
fore supporters of this plan believe that this business of getting poor- 
quality wheat into wheat markets will tend to disappear, and we will 
encourage better wheat production not only in quantity, but in quality, 
and that, therefore, Government subsidies on exported wheat, being 
better wheat, would be less. 

What do you think of that? 

Mr. McLain. Well, I am for anything that will increase the quality 
of our wheat. 

Mr. Atsert. We have not discussed that phase, I do not believe, 
of this program. One of the principal arguments advanced by pro- 
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ponents of this plan is that it will encourage the production of a better 
quality of wheat by allowing competition in the market place. And 
of course the best way to get good wheat is to let it sell in the market 
place at a premium price, and that is one of the big objectives of the 
domestic parity plan as I understand it. What do you think of that, 
do you think the domestic parity plan will not cause the farmers to 
try to raise better wheat ? 

Mr. McLarn. I would not say that; no. Of course, I think most 
wheat farmers in recent years have tried, to raise quality wheat 
whether it is going to used here or whether it is going to be shipped 
abroad. The better wheat we raise here the better off we are going 
to be when it comes to the dollars that we are going to get in export 
markets. 

Now one of the problems, in this, is that a man who raises all quality 
wheat for the domestic food trade in Montana, would get certificates 
for only half of his wheat. We have lots of farmers, who sell all 
their wheat at or above the loan rate. They have done it consistently. 
Now, if they got a certificate for only half of that wheat, what would 
happen ? 

Mr. Arsert. They would sell their wheat at whatever rate they 
could get on the market, and if it was good wheat they would sell it 
at a premium. 

Mr. McLain. Whether they got 

Mr. Warts. Mr. Chairman, may I butt in right there? 

Mr. Apert. Yes, I will yield to you. 

Mr. Warrs. Do I understand the two-price system to operate this 
way, referring to the illustration you soa about the farmer who got 
a certificate for half his wheat? 

It was my understanding from explanations that I have had of the 
two-price system that the miller, the man who is going to manufacture 
the bread, or whatever it might be, paid for the certificates, and he 
acquired certificates to purchase the wheat from the grower? 

Mr. Avsert. That is right. 

Mr. McLarn. Well now 

Mr. Arsertr. No, from the Government. 

Mr. Warts. From the Government, right. He acquires the certi- 
ficate from the Government. Then he goes into the market and pur- 
chases wheat. Now would not he be permitted to purchase all of 
the crop of the high-priced wheat, and good-quality wheat you re- 
ferred to, and would not the grower of the wheat merely receive from 
the Government a payment covering about half of it? 

Mr. McLarn. I think this is right. Say you decided that 490 
million bushels were going to be used for food domestically ; every- 
one would get a certificate for his share of this amount based on his 
past history and other factors. 

Mr. Warrs. That would not mean simply because he got a certi- 
ficate for half his crop, the miller could not buy his whole crop? 

Mr. McLarty. No. However, the farmer would get the full market 
price on all his crop plus a certificate on part of his crop. 

Mr. Arpert. No. 

On that point, as I understand it, the food processor buys a certifi- 
cate from the Government, the farmer gets a certificate from the 
Government which he cashes, and from then on and in between, it is 
wide-open competition, no one knows any difference from the plan 
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that would then be in operation than if we had no wheat program at 
all and we went back to the days when everything was based on supply 
and demand. Isn’t that true? The farmer would compete along 
with everyone else, and naturally he would try to get the best quality 
of wheat, just as everyone else would try to get the best eedlity of 
wheat, for the purposes for which he wanted to use the wheat? 

Mr. McLarn. Do you visualize this program being operated without 
a good many farmers making substantial use of the loan ? 

r. AtBert. I understand this is a disaster loan. You have acreage 
allotments to sart with, just as we do now. 

Mr. McLain. But you see, only about half the wheat could be con- 
sumed this way, and the other half is going to have to go some place. 

Mr. Ausert. The other half has to go some place. But you have 
acreage allotments until we get the supply down, sir. 

Mr. McLarty. Yes, we understood that. I think everyone—— 

Mr. Avsertr. And there would be no difference on that score from 
the present program. The only difference is this, that the domestic 
food producer would pay a little bit more of the cost of the wheat pro- 
gram. There are two big differences—one is that the domestic food 
producer would pay a little bit more of the cost of supporting these 
prices. 

Mr. McLarty. The consumer would pay it. He would pay it to 
start with 

Mr. Avsert. On that point, and that is a separate point, I have seen 
results of the studies of the Department of Agriculture, and I think 
It can produce studies that you have made in the Department of Agri- 
culture, to show that there is no correlation whatever, no way of figur- 
ing that there will ever be any connection between the price of wheat 
and the price of food products. 

Now you go back to the postwar period, when wheat was selling for 
over $2.50 a bushel, and bread was 5 or 6 cents a loaf cheaper than it is 
right now. 

Mr. McLean. I think the study shows the increased prices due to 
other factors. But I think it would be fallacious to assume that if you 
raised the purchase price 

Mr. ArBert. Mr. McLain, there is not anything that has caused the 
present administration of the Department of Agriculture more criti- 
cism than the fact that the price of wheat has kept on going down 
while the cost of bread has kept going up. And you know that. I am 
not saying that you are at fault; I am telling you 

Mr. McLary. All I am saying is, if you turn the price of wheat 
around, and make the processor pay 30 or 40 or 50 cents more a bushel 
for it, I think you are—— 

Mr. Arserr. He is paying $1 a bushel less, and he is getting 5 or 6 
cents more for a loaf of bread. 

Mr. McLarn. Of course, many of the these things have been caused 
by higher wages, machinery, transportation costs, and many other 
things. 

Mr. Apert. Those are the things that determine the cost, and there 
has been a rise in the cost of labor, there has been an increase in the cost 
of machinery, there has been a general inflation, a devaluation of the 
dollar. However, the wheat farmer has not received the benefit of it. 

Mr. McLarn. Now the only point I want to make is that if the price 
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of wheat had stayed at $2.50 per bushel, and all these costs had been 
added on, the cost to the consumer would have gone up a little bit more 
thanithas. LIamsure of that. 

Mr. Ausert. Mr. McLain, I believe your Department has issued a 
statement indicating that there is no possibility of the price of wheat 
having any materi jal effect on the cost of bread. I believe there is a 
study to that effect. 

Mr. McLain. Our studies have shown, as you indicated here, that 
the big end of reduced price that the farmers have received has been 
offset by these added costs. These would have been added whether the 
price of wheat went down or whether it did not go down. 

Mr. Avpert. Then I have seen this statement, which is the result of 
studies by this committee, or a subcommittee of the Committee on 
Agriculture—not this particular subcommittee, the consumer subcom- 
mittee—which showed that if the farmer gave all of his wheat to the 
miller, it would not affect the price of bread by as much as 3 cents a loaf. 

Mr. McLarty. That is right. 

Mr. Apert. So where is the little fellow paying anything here? 
This is not going to cost him anything. The difference between 100 
percent of parity and 75 percent of parity won’t affect the cost of bread 
by 1 cent. And the bread-consuming population of this country are 
the wage earners, and they pay a bigger portion of taxes than anyone 
because they have no way to hedge. They pay it on their incomes. 
And it seems to me that your criticism here, that this will pass the 
cost of the support program to the working people and to the low- 
income groups, is not consistent with the facts. Now you have made 
that charge—— 

Mr. McLarn. To whom will it be passed ? 

Mr. Apert. But you have not substantiated your statement by a 
very substantial type of evidence, as far as I can see. 

Mr. McLar. I say, to whom will it be passed? I do not have any 

candle to hold to the flour millers, but we have plenty of evidence that 
many of them are going broke. There are various reasons for it. 
Where do you think ‘this increase will be passed? Do you think they 
are going to absorb it out of their profit? Do you think labor is going 
totake less? To whom is it going to be passed # 

Mr. Avzert. Well, I do not know, frankly, where it is going to be 
passed. All I know is that these studies have shown that the price 
of bread has not been reflected in the cost of wheat 

Mr. McLain. I maintain, and I think many people who have studied 
it have maintained, the cost would have gone up regardless of whether 
the price of wheat went down, simply because of increased costs all 
along the line. 

Mr. Avpert. We are arguing this too far, but I do think this, we 
have had an inflationary situation. 

Mr. McLain. That is right. 

Mr. Avsert. Wages have gone up. 

Mr. McLarn. That is right. 

Mr. Apert. Costs in general have gone up. 

Mr. McLain. That is right, everything- 

Mr. Apert. The amount of wheat in a loaf of bread is very small 
and costs very little, but the wheat farmer is the only one who par- 
ticipates in the making of a loaf of bread that has had a deflation 
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going on while everyone else has had an inflation. The worst part of 
an inflation is not inflation itself, it is the fact that some people get the 
advantage of it and others do not. It seems to me that you are fast 
tting a system here where the man who produces a basic ingredient 
oes not get his advantage of the prosperous condition that every- 
| one else has enjoyed. 

Mr. McLain. Well, I think you ought to just ponder on the fact 
whether if it is passed whether the consumer does not pay it. 

Mr. Ausert. It will be passed to the consumer, probably, to a small 
degree, but are we going to say that the wheat grower is not entitled 
to any part of the increase in cost of living? His cost of living is 
going up, too. 

Mr. McLain. No, I do not think we should say that. 

Mr. Asert. Well, if everyone else’s income goes up, his has to go 
up, but the truth of the matter is everyone else’s has gone up and his 
has been going down, as reflected in the cost of bread. 

Mr. McLatn. Well, of course, the parity index indicates that it is 
headed the other way, Congressman Albert, in spite of what a lot—— 

Mr. Ausert. I mean, it is headed the other way, but that has been 
the history of it. 

Mr. McLatn. In spite of what a lot of people have said. 

Mr. Avert. Well, do you think we should get away from trying to 
make the wheat program a freer program, rather than a controlled 
program ? 

r. McLarn. No, we are for getting away—that is one of the objec- 
tions, as we pointed out here, in this thing as wesee it. I think we will 
not have more freedom, particularly as long as you have to run your 
acreage allotment programs with it, and with a loan program at a 
level that will keep the export market from expanding. You have 
added another gadget in it that would mechanically 

Mr. Atpert. Well, you have eliminated one gadget while you have 
added another one. You have eliminated your high-support price on 
all wheat produced by 

Mr. McLarn. I do not think you have eliminated much of the ac- 
a of putting wheat under loan and taking it out, Congressman 
Albert. 

Mr. Apert. Do you think that a lesser amount of wheat will go 
into feed and into export if the support price is really low, than if it 
is 75 percent of parity or higher ? 

Mr. McLain. No, I am taking the assumption that you made, that 
it would not be materially different. All I am saying is the loan ac- 
tivity would not be materially different either. That is all I was say- 
in 








g. 
Mr. Atpert. Well, loan procedures might not be materially dif- 
ferent, but a considerably less volume should go into loan if you have a 
disaster loan rate than if you had a higher Joan rate. 

Mr. McLain. What is the rate that you visualize percentage of 
parity for this loan? ' 

Mr. Arpert. Well, all I can say about that is what is in the bill, 
and that is that necessary factors that are mentioned—the bill lists 


a group—— 
r. McLatn. Several factors. 
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Mr. Aupert. A group of factors which will determine when any 
loan rate will go into effect, and as I understand it, determine the 
level of the loan rate. Page 11 of the bill: 

The supply of the commodity in relation to the demand therefor, (2) the price 

levels at which corn and other feed grains are being supported * * *. 
Now there immediately you get a much lower rate because the feed 
equivalent value of wheat as related to corn would be, as I understand 
it, considerably below the value of wheat for human food, which is 
the basis on which we support all wheat at the present time. 

I do not know, but apparently it would be just a question of figuring 
the relative feed value and then of setting the loan rate accordingly. 
Now that would lower the support level, there is no question about 
that. Otherwise, wheat would be able to compete with corn gener- 
ally across the country—we would have a much lower rate. T hope 
someone who is better able to translate these things into dollars Hs 
cents and into parity rates will comment on that before we get through 
with these hearings. 

And the provision relating to international agreement is numbers 
(3) and (4) “foreign trade policies of the friendly wheat exporting 
countries; and (5) other factors affecting international trade in wheat 
including exchange rates and currency regulations.” 

Now one other point which is related to ‘that is the feed grain com- 
petition. You have indicated in your statement that there would be 
considerable danger of moving so much wheat into the feed areas that 
it would compete disastrously with supported feed grains. 

Mr. McLain. No, I have said that if ‘you got rid of the wheat, which 
many advocates feel that you should, it w ould do that. I think it is 
the intent of this bill not to do that. That is what I tried to point out. 

Mr. Atsert. The intent of this bill is to increase the amount of wheat 
going into feed, but to increase it only into those areas where there is 
no great natural supply of corn and feed grains, the Pacific North- 
west and the feed deficient areas of the Northeast, as I understand it. 
And to that end they are trying to increase what you say is about 50 
million bushels a year going into feed—I thought it was a little 
higher than that. 

Mr. McLain. That is on the average. 

Mr. Atpert. They want to get it up to about 250 million bushels, 
and as I understand it, they feel they can do that without injury to 
the corn or feed grain market. 

Do you have any comment on that figure? 

Mr. McLain. I do not see how you could release that. much into 
the market without affecting the feed grain market ; no. 

Mr. Avpert. Well, of course, corn and feed grains, that is sorghums, 
are not grown, are they, i in the Northwest and in the Northeast? 

Mr. McLatn. Barley is the principal item in the Northwest. Of 
course the grain sorghums in the Northwest on down in your part of 
the country, and in Southwest, of course 

Mr. Arperr. Of course wheat will never compete with those com- 
modities for feed in the Southwest. But it is in those areas where the 
freight rate would make it impossible for corn and feed grains norm- 
ally to compete with—— 

Mr. McLatn. You see, this visualizes still continuing the 55 million 
acres, They hope eventually to eliminate that. That means that 
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these extra acres still have to go to something—that are currently going 
to barley, you see. So this is in addition to that. That is the point I 
wanted to make. 

Mr. Arzert. That is the fault of either program. The present pro- 
gram does the same thing. There is no difference there. We could ex- 
pand the soil bank under either program, the conservation reserve— 
and try to get these things into conservation rather than into feed 
crops. But that is a criticism, I take it, that applies equally to the 
present program or to the domestic parity program. Isn’t that right? 

Mr. McLarty. Well, of course, the difference here, from the stand- 
point of the feed grain grower is this—the feed grain grower is 
willing to compete with the wheatgrower for feed if they are all on 
the same basis. The feed grower resents the fact that half the crop 
will be priced at one level, 90 or 100 percent of parity, and the other 
half is priced in competition with them. 

I am reflecting to you the sentiment of many people in the feed 
grain area. This is their area. This is their principal criticism. 

Mr. Auzert. The point I am trying to make, Mr. McLain, is this, 
that the domestic parity plan versus the present wheat program 
should be a head-on argument and should not take into account collat- 
eral things which will apply to either program. The minimum na- 
tional allotment is one; Public Law, 480 is another. The good in Public 
Law 480 could be had under this plan equally, as it has under the 
present program. These things are collateral, and you have empha- 
sized them strongly. They are important to the wheat program, there 
is no question about that, but they do not go to this question: Shall we 
continue a program of supporting wheat at 75 to 90 percent of parity, 
all wheat by cooperators, or should we go to a program where coopera- 
tors can have a certificate plan and then let their wheat compete com- 
powte.4 on the market with only disaster loan rates. And as far as 

am concerned, and I would like you to comment on this, I cannot see 
any difference bet ween having a disaster loan rate and the Government 
regulating exports by subsidies. It all comes to the same thing, only 
it would be a little freer under the domestic parity plan, as I see it. 

Mr. McLarty. One of the principal objections to this program has 
been, on the part of feed grain growers, the fact that the Government 
sets up a program here that in effect permits wheat producers to get 
100 percent of parity for half their crop and then compete with the 
other half of it with the feed grains that do not have such a program. 

Mr. Beicuer. By the way, what is the feed grain program now? 
What do you support feed grains at ? 

Mr. McLarty. Feed grains currently are being supported at 70 
percent of the parity. 

Mr. Betcuer. You would not be supporting the surplus of wheat 
at any price, so how would you be competing with it? Above the al- 
lotment you get no support, you get no support for surplus. He would 
not compete with the feed grains. 

Mr. McLarty. Which program are you referring to? 

Mr. Betcuer. You say that the objection has been from the feed 
grain areas to the effect that you would first support the price com- 
plete on the allotment—— 

Mr. McLarty. That is right. 

Mr. Betcuer. And then you would go out and support the compe- 
tition to the feed grain on the surplus. You are not supporting the 
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surplus at any price. The farmer is on his own on surplus. Yet, on 
the feed grain he has 70 percent of parity. 

Mr. McLarn. Of course the 70 percent of parity is something that 
can be adjusted each year. 

Mr. Bevcurr. For instance, a farmer can raise a thousand bushels 
of wheat and get his support price under the certificate plan, that is 
he can get a certificate which will enable him to obtain a support 

rice—— 

Mr. McLain. Yes. 

Mr. Beicuer. On the wheat that he raises on his regular allotment. 
Beyond that he gets nothing. 

Mr. McLar. W ell, he gets, the program guarantees by Govern- 
ment regulation. The buyer has to pay the higher price. 

Mr. Bevcuer. Isn’t that helping the feed-grain producer? 

Mr. McLain. No; their main criticism is that you take half the 
crop here, say you take 500 million bushels of a billion-bushel crop, 
and guarantee the wheatgrower 100 percent of parity for that por- 
tion. Then you take the other 50 percent and put it in competition 
with the other feed-grain growers at a much lower level. Then it 
is in competition. If you are going to use it, it is going to have to 
be in competition. 

Mr. Betcuer. Well, that stands on its own, it has no connection 
at all for the original allotment. The farmer can stop right there, 
he does not have to raise that surplus to get the original support price 
on his allotment. 

Mr. McLarn. His part of the 55 million acres. 

Mr. Bexcuer. On the surplus acres he is competing with un- 
supported price of wheat, why, is that unfair 

Mr. McLain. The bill’ we are talking about supports the price of 
wheat at comparable level of the feed grain value. 

Mr. Betcuer. Well, I have always had this thought, when a man 
raises an acre of wheat he is not raising an acre of feed. 

Mr. McLain. What we are talking about is the excess. 

Mr. Betcuer. Well, under the present plan he can first take his 
allotment. 

Mr. McLarn. That is right. 

Mr. Bevcuer. And he can put it all in, he can raise it all, and he 
can get 70 percent of parity as support. 

Mr. McLain. And he can do it under this plan. 

Mr. Betcuer. Why is there any difference if he plants an excess 
of wheat 

Mr. McLarty. There isn’t any difference. 

Mr. BeicnHer. But you say you have been exposed to it for many, 
many years. Well, I have not been able to find anyone who could 
meet the argument that an acre of wheat does not compete with the 
feed grain any more than an acre of feed grain competes with 
wheat—— 

Mr. McLarn. I think you missed the point, if you take an acre of 
wheat, half of it gets full support. 

Mr. Betcuer. None gets full support at all. 

Mr. McLarn. Let us understand the bill correctly 

Mr. Betcuer. What I mean, the original support on his allotment 
has no connection with whatever he can get on the feed grain because 
his support on the excess is going to be the same either way. 
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Mr. McLatn. That is right. 

Mr. Betcuer. That means that the fellow that raises the extra acre 
of wheat is no more a competitor with the feed-grain producer than if 
he raises an extra acre of feed grain. 

Mr. McLarty. We are not talking about the extra, but the fellow 
that raises the same. 

Mr. Betcuer. Well, if he raises the same and he puts all the rest of 
it to feed grain—— 

Mr. Avpert. May I interject. Here is the difference. Under the 
present program a man has, let us say, a 100-acre allotment and he 
plants it—— 

Mr. McLarn. Yes, sir. 

Mr. Axpert. And he has support at 75 percent of parity under the 
1958 crop program. 

Mr. McLain. Yes. 

Mr. Avpert. And it doesn’t make any difference whether the wheat 
finds its way into bread or the foreign market or somebody’s feedbin. 

Mr. McLain. That is right. 

Mr. Arpertr. And, therefore, he has the incentive of planting all of 
his allotment and getting his $1.70 a bushel. 

Mr. McLain. That is right. 

Mr. Atsert. What would that extra wheat be worth then, when it 
goes into feed, what do you think it would be worth if it was sup- 
ported at the feed-grain equivalent ? 

Mr. McLarn. It would be considerably less than that. 

Mr. Axpert. Then, the difference between this program and the 
present program is this, that he has an incentive which is an incentive 
of 100 percent of parity, or approximately that, based on the normal 
yields and so forth, to plant up to his share of the wheat that will go 
into bread, that is the wheat farmers as a whole, and there is no incen- 
tive under this program for a wheat farmer to go into the program 
ee the support level is so low there would not be any incentive 
at all. 

Mr. McLatrn. We are agreeing with that. We are talking about 
the wheat raised within the allotment. 

Mr. Arsert. That is what I am talking about. 

Mr. McLa. Yes. 

Mr. Betcuer. I mean that if I raise my allotment and then plant 
40 acres feed grain, I am competing with the feed-grain producers 
with the extra 40 acres. 

Mr. McLain. That is right. 

Mr. Bretcuer. Then suppose I decide to plant into wheat, I am not 
any more a competitor. 

Mr. McLarty. That is what I thought the question was. We are 
agreed that what is raised outside the allotment would be about the 
same either way. 

Mr. Betcuer. What was raised within the allotment 

Mr. McLain. Let me try it once again. Say a fellow has 100 
acres of wheat allotment under the present and under the new 
program. 

Under the present program he gets 75 percent of parity, or what- 
ever the support is for the whole crop. 
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Under this program he would get 100 percent for half of it, and 
because he gets that, he is well able to take a lesser amount for the 
rest of it. In the eyes of the feed grower he has an advantage over 
him. 

Mr. Bexcuer. That is true, but every acre that goes out of wheat 
goes into feed grain. Oklahoma is one of the feed | grain States. 

Mr. McLain. I am talking about what is in the ‘wheat allotment, 
not what is outside. 

Mr. Avsert. If I can interrupt, you would say that he would be 
able to raise extra grain 

Mr. McLain. He could pour fertilizer on it. 

Mr. Atserr. Well, would he do that in order to get—all that he 
gets in is his normal yield, it does not make any difference how much 
fertilizer he puts on. 

Mr. McLain. Well, that is for the certificate 

Mr. Axzert. But the rest of it, if he is going to raise some extra— 
you see, if he is going to get supports. for 50 percent of all of the 
wheat that he produces and if he is going to get 100 percent parity 
for it, the argument would stand up; but if he is going to get 50 
percent of his normal yield supported at 100 percent of “parity and 
then, regardless of how much more he plants, he is going to compete 
at the feed grain equivalent price, he would not have an incentive 
to put on fertilizer, whereas under the present program where he gets 
a high return he does have an incentive to grow all that he can grow. 

Mr. McLain. I think that he would put fertilizer on in either case, 
where he can profitably. 

Mr. Asert. Why would you put fertilizer on to grow wheat at 90 
cents a bushel ? 

Mr. McLain. Well, we are not talking about 90-cent wheat, that is 
the oint. 

Mr. Betcuer. Well, as I say, you keep tying the two, the allotment 
and the excess, together and say ‘that the aver age price of both is lower. 

Well, that is true, but the farmer can take the support price for his 
100 acres, his regular allotment. Beyond that the surplus is a com- 
pletely separate ‘transaction and has no connection with the or iginal 
production at all, it puts him into a new venture and it has to stand 
on its own feet, and he has to raise that wheat without any support 
price at all? 

Mr. McLain. Well, now, of course, if you are talking about no sup- 
port price you are talking about something different, but that is not 
the bill. 

Mr. Axpzert. Let us go back to this. You have got a 100-acre 
allotment. 

Mr. McLarn. Yes. 

Mr. Apert. And your normal yield is 25 bushels an acre, let us say. 

Mr. McLain. Yes. 

Mr. Avsert. And that is 2,500 bushels. 

Mr. McLatn. Yes. 

Mr. Arserr. And the domestic quota is 500 million bushels and 
your estimated production for the year is 1 billion bushels, and you 
would get certificates for one-half of 2,500, or 1,250 bushels, and say 
that that is supported at 100 percent of parity at $2.10 a bushel, that is 
$2,625. All right. Now, that is what he gets and he can pour on all 
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the fertilizer he wants. All he is doing is competing with everybody 
else who does it, with a great supply of wheat for a very cheap mar- 
ket, whereas under the high support program that we have operated 
under, that is, where all the allotted wheat is supported at 75 to 90 
percent of parity, $1.78 a bushel or more, he pours all the fertilizer he 
can pour on his entire land and he grows all the wheat that he can 
row and he sells it to the Government for $1.78 a bushel or more. 
t seems to me there is a lot more incentive to grow surplus wheat, to 
flood the foreign market and to pack the warehouses of the Agricul- 
ture Department and have it hanging over the feed markets of the 
country under that program than under this program, where there is 
a specific amount and no more—and you have not gone into that. 
fr. McLarty. Well, we did not say anything about fertilizing 
in the statement at all. I don’t think it makes any material difference 
in either one of these programs, he will use all the fertilizer he can. 

Mr. Arzert. Well, I think it is needless to say that the farmer who 
is guaranteed $1.78 to $2, and that depends on what the support level 
is, he is smart enough to know that he ought to fertilize more than if 
he is guaranteed only a specific amount. 

Mr. McLatn. Well, he is doing the best job he can now and I 
think he will continue to do the best job to raise all the bushels per 
acre that he can. 

Mr. Arsert. Even though there would be the feed grain eqniva- 
lent—how much would it be? 

Mr. McLarty. Mr. Sorkin, do you want to comment? 

Mr. Arserr. What is the relative feed value? 

Mr. Sorxtin. I think it would be $1.50 a bushel. 

Mr. Arsert. Would it be that much ? 

. oe Sorkin. Yes, because we are now supporting corn at $1.36 per 
ushel. 

Mr. Arzert. What is the relative value of that? 

Mr. Sorxtn. Of course, with wheat at 60 pounds per bushel, you 
aoa have to raise it 7 percent just for the differences in weight per 

ushe 

Mr. Avzert. But you understand, as long as the volume of wheat 
is competing with feed grain 

Mr. Sorkin. I think that earlier you made the statement that feed 
grain consumption of wheat would move to 250 million bushels. 

Mr. Arzert. I said that was what was hoped for. 

Mr. Sorxrn. If that happened it would substantially reduce the 
demand for other feed grains. The total feed grain cash market is 
a lot smaller than the total feed grain production because farmers 
sell off farms where produced only 30 percent of their production; 
for oats it is about 25 percent; and in the case of barley and the grain 
sorghums it runs about two-thirds. If you should move an additional 
200 million bushels of wheat into the market it would increase market 
availabilities by about 10 percent and would substantially affect the 
demand for other feed grains. I don’t think that we should under- 
estimate that fact here. 

Now, with respect to this other point 











Mr. Arzert. Are you saying now for the record from the Depart- 
ment of Agriculture that if wheat were supported for feed purposes 
at a feed value equivalent of feed grain it would be supported at 
$1.50 a bushel ? 
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Mr. Sorx1n. Based on the 1958 support price of corn, it would be 
somewhere in that area. The proponents of this legislation are say- 
ing that it would give producers $2.40 a bushel for the food portion 
and $1.50 for the remainder as compared with $1.78 or more across the 
board under the present program. I think this ought to be con- 
sidered because obviously if he can get the $1.50 per bushel guaranty 
on the remainder he is going to use fertilizer heavily. 

Mr. McLain. I think you have to recognize that this wheat is cur- 

rently not being used as feed, it is an additional amount that is going 
to be used, going back again to the fact that this is going to be raised 
within the 55-million-acre allotment. It has nothing to do with what 
is outside. 

Mr. Bevcuer. At the present time everybody that stays within his 
allotment plants his excess acres to feed grain. 

Mr. McLarn. And he will continue to do it under this. 

Mr. Betcuer. Well, if he does 

Mr. McLain. I don’t know why he would not if he can make money 
raising feed grain, he certainly will. 

Mr. Betcuer. I don’t believe you are in a position to answer this 
question, but if the support for the excess bushels are not supported 
at the feed grain equivalent would the Department of Agriculture still 
be against the bill ? 

Mr. McLarty. I have reviewed this many, many times, with this 
working group of the wheat people. There is some divided opinion 
among them. You will find if you call them before you. 

I think in order to do what the proponents envisioned you are going 
to have to use a substantial amount of wheat as feed, and you are 
going to have some way to get more exported. Most of the people 
that visualize this suggested program over the long pull feel that you 
ought to be able to eliminate the allotments. 

If that is done you are going to have to use more as feed or get it 
exported. With about half of the crop used at a $2.40 per bushel 
price by Government program, it permits the balance to compete with 
what the feed-grain people are raising. They just don’t like it. 

Mr. Beicuer. Well, we have got the same thing in- 

Mr. McLarn. No; everybody is treated alike. 

Mr. Betcrer. You first subsidized the allotment and then sub- 
sidize the export and then you are permitting him to use his excess 
acres and compete with the feed-grain producer just the same. 

Mr. McLarn. He will do that under this plan. 

Mr. Betcuer. Isn’t that what he is doing today, and the only differ- 
ence is under the two-price plan the taxpayer picks up the ¢ ‘heck ? 

Mr. Warts. $1.75 represents 75 percent of parity ? 

Mr. McLarn. At the time. 

Mr. Warts. If it was 100 percent of parity it would be $2.10? 

Mr. Sorkin. No, $2.40. 

Mr. Watts. And if supported at 60-percent parity, which the De- 
partment wants the authority to do, and I am not saying they are 
going to do it, what would be the price ? 

Mr. McLain. 60 percent of $2.40—$1.44. 

Mr. Warrs. And if this committee or the Congress gives the au- 
thority to support it at 50 percent of parity and you did it, you would 
then wreck the feed grain situation, sure enough, would you not, be- 
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cause you would have a price below what Dr. Sorkin says would re- 
sult in the support that you would get? 

Mr. McLain. In the first place, if wheat were supported at $1.45 
there would be lots of areas that would not raise wheat and I think 
that the total supply you would find after a short period of time would 
materially change because the inefficient acres Just would not raise 
wheat at that pr ice—the efficient areas could. 

Mr. Warts. They would have the alternative of being highly com- 
petitive with the feed grains and raising a tremendous amount of 
wheat or taking double quotas and have the authority to slide the 
support price from 60 to 90 

Mr. McLarn. In the general recommendation that was the author- 
ity that was asked for. However, we realize that with over 1 billion 
bushels of wheat and with the terriffic amount that we can raise with 
55 million acres, it would be unwise to open it too much. 

I will say that we have had some Congressmen suggest that we 
use the authority we have under the current act to announce a non- 
compliance loan rate to support wheat up to 50 percent of parity, 
one said that many farmers are overplanting their wheat acreage 
allotments, paying the penalty, and still coming: out all right. a 
am not saying we are going to do it because we do not think it is the 
intent of the Congress. This C ongressman feels, and he comes from 
a wheat State, that his farmers would be much better off if we took 
off allotments completely. 

Mr. Warts. If we take off allotments and support prices? 

Mr. McLain. That is right. 

Mr. Warts. In other words, he feels he would be better able to 
become competitive ? 

Mr. McLain. That is right. I want to make it clear, I am just 
reporting what I was told, by a wheat State Congressman, so that 
you will understand there is some feeling in the direction of removing 
allotments and removing marketing quotas. 

Mr. Warts. Sir, let me ask you this question. The average yield 
of wheat is somewhere around 20 bushels an acre ? 

Mr. McLain. This year, yes. But it varies. 

Mr. Warts. Of course, corn has a much higher yield than wheat. 
Can wheat be produced competitively with corn ? 

Mr. McLarn. In some areas; yes, sir. 

Mr. Warrs. Well, in what percentage of the wheat area can it be 
done? Can you do it where you produce 20 bushels an acre? 

Mr. McLatn. Let me put it this way, that in the eastern Corn Belt 
in Ohio, for instance, we have many people who are taking advan- 
tage of the 15-acre provision who are putting in wheat on part of 
their corn acreage, 

Mr. Warrs. Well, sometimes I put in wheat and it is not because 
I do too well with it but because I like to rotate my crop and to meet 
drought and weather conditions; but what I want to know is whether 
or not wheat can become competitive with feed grain. 

Mr. McLarty. Well, yes, in many areas. There are many areas 
where wheat is producing about 40, 50, 60 bushels to an acre. 

Mr. Warts. And in those areas it can become competitive 4 

Mr. McLarn. They are raising it in many areas, and they would not 
do it if it were not. 
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Mr. Warts. And so your idea would be to reduce the support prices 
and you would take those areas out of production that did not raise 
that high or sizable quantities per acre 4 

Mr. McLain. The only big problem hanging around the farmer’s 
neck is what is happening to this 15 acres. 

Mr. Warts. Would it be your thought that by reducing it to 50 
percent you would take it out of production 

Mr. McLain. A lot of that would never go into wheat, that is right. 

Mr. Warts. At what support price—do you sell wheat on the world 
market ? 

Mr. McLarn. Our subsidy has averaged about 75 cents for a bushel. 

Mr. Warrs. And what percent of parity are you selling that wheat 
at? 

Mr. McLarty. If your domestic price is $2.00, 75 cents off that would 
be about $1.2! 

Mr. Warts. Under the wheat agreement, at what percent of parity ? 

Mr. McLarty. Right around 50 percent. 

Mr. Warts. 50 percent, which would be lower than the 60 we have 
been talking about ? 

Mr. McLain. Yes, sir. 

Mr. Warts. I notice in your statement on page 8 you say: 

There is considerable question whether the plan by itself would widen exports 
and feed use over the volume likely under present progranis. 

Is that based on the theory that you think we are exporting about 
all the wheat we could export ? 

Mr. McLain. It is based on the theory, as Congressman Albert men- 
tioned awhile ago, of the loan rate set up in the proposal. Of course 
it is put there for the express purpose of not being too competitive 
with feed grain. A year ago we had almost 550 million bushels ex- 
ported, the highest on record. I think that the most optimistic indi- 
vidual would say that was a pretty good job and that we cannot expect 
to hold that high an export. 

It is our feeling i in the Department that no matter where you lower 
the price, you could not export much more than that. 

Mr. Atzert. If you would yield 

Mr. Warrs. Yes. 

Mr. AvBert. Would the Department recommend, if such a bill as 
this is passed, and I know you are opposed to the bill, would you 
recommend against having disaster loans that would protect our 
foreign commitments / 

Mr. McLarty. No; we would not. 

Mr. Atsert. Would you agree that if we had a bill of this kind 

Mr. McLarty. We would say this, that any responsible administra- 
tion would not tolerate dumping our wheat on the world market. 

Mr. Warts. Is the wheat we are exporting under the agreement 
being exported at the world market price ? 

Mr. McLary. Yes, sir. 

Mr. Warts. And if we reduced the support price—you say in the 
back of your statement that if you were given authority to support 
prices at 60 to 90 percent that you could increase the export. Well 
now, you are exporting now at 50 percent of parity, which is 10 
percent less than the authority that you want. Where would you get 
the increase ? 
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Mr. McLarty. I don’t think we would get any more substantial 
exports. 

Mr. Warts. What would be the advantage of going from 60 to 90? 

Mr. McLarn. Well, we have a lot of people that are raising wheat 
today simply because it is so profitable for them to do it 

Mr. Warts. And you intend to solve the wheat problem by re- 
ducing the production rather than expanding the market ? 

Mr. McLarty. Some of both, with domestic consumption for feed 
if the support rate were lower. 

Mr. Warts. I understand from your statement 

Mr. McLatrn. We have got many areas that would go back to feed 
if the support level had not gotten out of line. 

Mr. Warts. I understand from your statement that we are using 
about all the wheat that we can use for food purposes. 

Mr. McLarn. That is right. 

Mr. Warts. And if you ‘reduce the support price you are going to 
replace some feed grain, is that right ? 

r. McLatn. To the extent it is used ; yes. 

Mr. Warts. Which you said you did not want to do? 

Mr. McLarn. No, I did not say we did not want to do it, I said 
that under the mechanism of a two-price system it is unfair to other 
segments of agriculture to do it. I have not said it would be unwise 
to use more wheat in feed. 

Mr. Warts. Would you be against the two-price system if it had no 
provision fora support price on the secondar v wheat ¢ 

Mr. McLary. Primarily of our international relations, and also 
domestically because of the impact on feed grains we would oppose it. 

Mr. Watts. Then your solution as I understand the situation, and 
I want to quote it as fairly as I can, would be to reduce the support 
price of wheat down to somewhere between the 60 and the 90 with the 
thought in mind you probably would not increase your exports any, 
or very little, because it would create an international situation and 
besides that, you are already supporting it at 50 percent of parity; 
and you might increase your domestic consumption a little bit because 
it may be vetting competitive. 

Mr. McLarn. Yes. 

Mr. Warts. But your principal gain would come about by reduc- 
ing production ? 

Mr. McLatn. It is some of each. Of course, as indicated in the 
statement there is a need for continuing 480 for awhile, at least. I 
think that you gentlemen all realize that without 480 wheat we would 
be in really serious trouble. 

Mr. Warrs. That is all. 














WHEAT 243 


Mr. Apert. Mr. Smith? 

Mr. Smiru. Well, now, Mr. McLain, the reason that 480 has been 
successful is that we have been on a seller’s market, worldwide, instead 
of a buyer’s market, in other words, there is a world shortage of 
wheat ? 

Mr. McLain. World shortage of wheat ? 

Mr. Smiru. Yes. 

Mr. McLain. There have been areas of the world that are hungry 
and did not have the dollars to buy it. 

Mr. Sairu. Let us not talk about dollars; but there were areas that 
usually raised wheat that did not raise wheat formerly—— 

Mr. McLain. We had some areas like that and that happens some- 
where nearly every year. 

Mr. Smirn. And there is no month of the year that wheat is not 
being harvested somewhere in the world ? 

Mr. McLain. I think that is principally true. 

Mr. Smiru. And Turkey and some of the other areas that for- 
merly did not raise wheat for export ? 

Mr. McLatn, It is easier when a country that normally supplies a 
customer that we would like to supply does not have the supply. 

Mr. Smiru. Now, where would they not raise wheat at $1.45 a 
bushel ? 

Mr. McLain. Where would they not? 

Mr. Smiru. Yes. 

Mr. McLain. In the eastern Corn Belt, there would be a lot of 
people that would cut it out, Iam sure. 

Mr. Smiru. Isn’t it a fact that the reason that middle western 
farmers, say, in Ohio, raise 15 acres of wheat. It is not for the price 
that they get for that wheat, but they want to rotate: it is for the 
rotation and the straw that is used on the farm for bedding. 

Mr. McLain. No, I don’t think so, because many years before we 
started off on this program, many who are now wheat producers did 
not raise it and they got along pretty well. 

Mr. Situ. Now, would you say that the wheat production in Ohio 
and Indiana has gone up instead of gone down ? 

Mr. McLatn. Well, you ought to look at the records. 

Mr. Smiru. I am asking you. 

Do they produce more wheat in Ohio and Indiana now than they 
did in 1900 ¢ 

Mr. McLain. Well, we will furnish that for the record, part of the 
wheat problem is not caused by the regular commercial wheatgrowers, 
it is caused by the 15-acre people who get into the business and those 
who overplant their allotments. 
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Acreage and production of wheat for the selected States, 1926-58 


{In thousand bushels] 








Ohio Indiana Illinois Missouri 
Year | | | 
| Acres Produc- Acres | Produc- Acres | Produc- | Acres Produc- 
| planted tion | planted | tion | planted | tion planted | tion 

dG, os mie eninge sists 1,783 | 38,937 | 1, 818 36, 147 | 2, 377 43, 047 | 1, 489 22, 528 
es kh nc wmeenon eee 1, 627 28, 422 | 1,930 | 29,020 | 2, 591 34, 091 1, 754 | 15, 628 
1928... 2, 342 9, O84 2, 386 | 10, 129 | 3, 519 23, 264 | 2, 230 | 19, 745 
BE tG0. caciossbaesab 1, 625 30, 503 | 1,633 | 25, 916 | 2, 265 30, 831 | 1, 597 | 15, 250 
1930 - 1,952 | 29,095 1, 705 28, 584 2, 213 36, 891 | 1, 436 | 19, 342 
1931 1, 879 53, 825 1, 746 44, 802 2, 111 48, 045 1, 612 31, 913 
1932. 1, 765 34, 911 | 1,515 24, 231 1, 72% 25, 983 | 1, 559 16, 143 
1933... 2, 121 37, 586 | 1, 660 | 23, 641 1, 938 30, 746 1, 418 17,019 
1934__- 2,045 | 36, 467 | 1, 883 31, 891 | 2, 203 36, 522 1, 676 | 24, 776 
1935... 2, 152 | 46, 872 1, 945 | 29, 534 | 2, 141 30, 060 2, 234 26, 795 
1936. 2, 313 | 40, 240 1, 888 31, 042 | 2, 258 | 36, 400 2, 354 | 32, 619 
1937. 2, 544 46, 116 2, 265 34, 046 2, 796 44, 922 | 3, 587 43, 409 
1938 _.. 2, 414 | 46, 384 1, 881 28, 286 2, 291 40, 908 2, 665 | 32, 487 
1939. 2, 036 | 38, 080 1, 608 26, 445 2, 034 | 39, 894 2, 039 $2, 031 
1940. 1, 953 42, 262 | 1, 460 27, 934 | 1, 765 39, 285 | 1, 802 | 32, 547 
ee dn vcabmecc 1, 953 47, 553 | 1, 489 34, 665 | 1, 797 34, 320 | 1, 856 18, 036 
1942. 1, 704 | 34, 756 | 1, 207 14, 052 1,170 12, 818 | 845 | 9, 035 
1943. _- 1, 602 25, 129 1, 003 15, 274 1,214 16, 986 | 1, 217 | 12, 103 
1944. 1,937 | 43, 539 | 1,292 | 25, 568 | 1, 334 24, 320 | 1, 472 | 19, 674 
1945 2, 150 | 57, 483 1, 587 | 34, 989 1, 400 24, 817 1, 428 18, 256 
1946... 1, 849 | 48, 522 1, 383 29, 369 1, 289 19, 361 1,314 18, 195 
1947 . 2, 212 49, 028 1, 603 36, 133 | 1, 431 28, 311 1,472 24, 438 
1948... 2,377 | 57,648 1, 811 38, 162 | 1, 745 38, 497 1, 722 33, 558 
1949. 2, 377 58, 825 1, 739 37, 884 1, 952 43, 995 1, 825 5 
1950__- 2, 172 46, 596 1, 621 32, 193 1, 562 ‘ : 1, 661 

ds Weleees 2, 085 34, 308 1, 621 23, 529 1, 828 | 1, 727 2 
1952... 2, 273 55, 100 1, 556 36, 960 1, 864 1, 520 | 27, 544 
1953 _ 2,409 | 67,944 | 1, 665 46, 144 | 2, 144 | 1, 702 | 41, 028 
1954. 1, 759 46, 980 | 1, 332 | 40, 199 1, 608 1, 583 41, 190 
1955 _ - 1, 513 | 43, 384 1,199 34, 394 1, 592 fs 1, 805 48, O81 
1956... 1, 604 39, 676 1, 211 35, 580 1, 624 | 59. 496 1, 895 49, 800 
1957... 1,524 | 32, 890 | 1, 296 32, 360 1,519 37, 149 1, 876 | 37, 789 
Paitdesdetecc ns 1, 539 40, 014 | 1, 296 | 37, 584 | 1, 783 | 49, 924 1, 745 | 40, 135 


Source: Grain Division, CSS, Agriculture, Washington, Apr. 22, 1958. 


Mr. Smrru. And you think that they would not have produced it 
except for the program ? 

Mr. McLarn. I am sure that a lot of them never would have gone 
into it if we had not done what we had. 

Bon” Smiru. Now, as I understand your basic objection to this, the 

salled two-price system, is, first, because you want to maintain the 
pa diplomatic relations which we have. In other words, that is the 
first thing you picked out, that we cannot jeopardize our international 
relations by dumping wheat on the world market—that is the basic 
objection ? 

Mr. McLarn. Well, I think that responsible people that sponsor this 
approach recognize that. 

Mr. Smirnu. And the second reason, as I understand it, is because 
of the consumer. 

Well, in other words, as I get it, there are three basic objections of 
the Department: The intern: ational rel: ationship is first. Second is 
the consumer; and third is the feed grain problem ? 

Mr. McLarn. Those are the three basics. 

Mr. Smiru. Well, then, I wish that you would turn the page to page 
18 of your statement down to No. 1, where you say: 





This range is to narrow to permit the expansion of markets needed to absorb 
the increased production which our farms will likely produce and are capable of 
producing. 








WHEAT 245 


Now, that is what you say there, but when you are talking about the 
domestic, that isexactly what you objec t to. 

Mr. McLain. Well, again, the principle 

Mr. Smiru. In other words, at one time you are for it, and at another 
time you are against it? 

Mr. McLarn. No; I do not believe you can read that out of what we 
said. 

Certainly, we don’t aim it to be that way. 

Mr. Smiru. That is the way I gather it. 

Mr. McLarn. We are talking about two different things, because, 
then, here we are talking about one level of support and in the other 
we are talking about two levels. 

Mr. Smirn. In other words, you say that we have too narrow a range 
in one case, and you say that you have to have that because the present 
parity range is too narrow. 

Mr. McLarn. In the first place, nobody has said that we would 
reduce the wheat price as far as 60 percent. We asked for the discre- 
tion to have that range. All of the evidence is to the effect that the 
Secretary has not used his authority for many commodities to set price 
supports below 70 percent of parity. 

We feel that only a fixed formula, and a fixed narrow range is not 
a wise way to operate. We think that the range ought to be expanded 
and discretion given with fair minimums. Let us have one support 
level. That would do some of the things that the advocates of the 
two-price plan would like to have done. 

Mr. Smrrn. The Secretary is always talking about freeing the 
farmer, to take the farmer out of bondage. So, then, why don’ *t you 
go to the farmer and say, “All right, you get your 50 percent or 
whatever your domestic allotment is, and you go ahead and produce 
all of the wheat that you want”—and that will free him. 

Mr. McLarn. Not under that type of system, because it is not free- 
dom; because, under the one system, you have got the power of having 
the prices pegged 

Mr. Smiru. It will not increase the cost of grain ? 

Mr. McLarty. Well, I wish we were both around here after this is 
put into effect to see whether it would. 

Mr. Snmiru. I cannot understand why it is that you will not say 
to the farmer, “Go ahead, if you want to raise all of the wheat; go 
ahead, but, if you do, you do it at your own risk.” 

Mr. MoLaty. Well, I have not seen any wheatgrowers that are 
advocating this type of program. 

Mr. Smirn. One thing that I noticed about the Department of 
Agriculture: Every time some Congressman makes a statement as 
to what his farmers want, they say that is not so. 

Well, I happen to talk a lot to my farmers for iheir views—for 
one thing, I have political inclinations, and I talk to them; and if you 
go out to the farmers in my district you get a lot of different answers 
from what you said—— 

Mr. McLain. Well, I am well acquainted with a lot of small farmers, 
as well as big ones; and I know that there are varieties of opinions. 

Mr. Smiru. Well, I am talking about the High Plains farmer, and 
not about the farmer in Ohio or Indiana or Illinois. I am talking 
about the High Plains. 
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| Mr. McLain. And I have got some pretty good friends among 
| them, too. 

Mr. Smiru. Name one. 

Mr. McLain. Herb Hughes. I know him pretty well. 

Mr. Smiru. He is not a wheat farmer. 

I beg your pardon. I am thinking about another man, who is al- 
ways sticking his nose in—he raises white-faced cattle. 

Mr. McLarn. I think that Herb Hughes is a wheat farmer. 

Mr. Smiru. I had another Hughes in mind. There are too many 
of them, just like there are too many Smiths. 

That is all, Mr. Chairman. 

Mr. Auperr. Any more questions ? 

Mr. Krurcer. Mr. McLain, you indicated in your statement that 
you expected a large 1958 w heat crop in this country. 

Mr. McLain. Yes, sir. 

I will say this: This is on the basis of the crop estimate reporting 
people that we have in the Department of Agriculture, who, I think, 
are as skilled as anybody in the world in this field. I think they 
would be the first to recognize that anything can happen between 
now and harvesttime. 

Mr. Krueger. Yes. 

What are the prospects of the wheat crops in other wheat-produc- 
ing countries ¢ 

Mr. McLaty. Of the world? 

Mr. Kruercer. Of the world. 

Mr. McLary. From the information that I have, I don’t think that 
we need to worry about any shortage of wheat worldwide. 

However, we do have to concern ourselves with vast numbers of 
people that would like to have wheat that do not get it because they 
do not have the wherewithal. 

Mr. Krurcer. What about Canada ? 

Mr. McLary. Well, Canada, it is a little early to tell—you are near 
the border and you know that they are late. 

My guess is, a pretty good crop. 

Mr. Krvrcer. Do you have any estimates of spring wheat? 

Mr. McLain. We have not. 

Mr. Krurcer. I am wondering about some countries like Canada, 
Argentina, and Russia, countries producing large quantities of wheat 

Do you think that they will have large crops ¢ 

Mr. McLarty. The two larger producers are the United States and 
Canada. 

Australia, for instance, this last year, had a very short crop but, 
still, there were ample supplies of wheat to go around worldwide. 

Mr. Krurcer. What about the Russians? 

Mr. McLatn. Well, we are very interested in what is going on 
there, and we try to keep our ear to the ground; but it is kind of 
difficult. 

Mr. Sorkin. Their season is late. They are farther north than we 
are. 

Mr. Krurcer. I see. 

Now, would you say that it does not look too favorable for the 
wheat farmer 








Mr. McLain. I would not say that. 
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Mr. Krueger. Well, the yield per acre is about 15 bushels, our 
yield, and to compete with wheat raised in Illinois, Indiana, or Ohio, 
where they raise 50 or 60 bushels of wheat—we are at some disadvan- 
tage. 

Mr. McLain. Of course, the cost of raising that much on smaller 
acreage is higher, but we certainly do not want to sell the wheat 
farmer short. We think that the future of the wheat industry is still 
pretty good. 

Mr. Kruger. Well, I have been home the week before Easter, and 
I talked to quite a few farmers s, and some of them have actually have 
changed their minds about support prices on wheat. They thought 
it should be eliminated in some of those States or areas where they 

raise large bushelages per acre. They would probably go out of the 
wheat business if the support prices w ‘ould be lowered, and that would 
give our wheat a better price because we are raising—of course, you 
know we are raising a great deal of durum wheat and durum is is now 
at par with hard premium. 

Mr. McLain. Yes. 

Mr. Krueger. It used to be quite a bit higher, but now we have 
caught up. 

Mr. McLatn. Yes; we have plenty of supplies now. 

Mr. Krurcer. Well, then, the-— 

Mr. McLarn. I think that the view you express from some of your 
farmers is general, pretty general, and in quite wide areas in your 
part of the country, and it has been reflected by other Congressmen to 
me. 

I think this is a growing concern people have, they feel that they 
would kind of like to have the wheat raised where the quality wheat 
can be raised, in the area it ought to be raised and not somewhere 
else. That is the way they feel. 

Mr. Kruecer. That is all. 

Mr. Avsert. Mr. Heimburger has some questions, I believe. 

Mr. Hermeurcer. Thank you, Mr. Chairman, there are 2 or 3 
points. 

Mr. McLain, you know, I had something to do with the drafting of 
the two-price principle some years ago, and I had some bac kground 
of what they were trying to attain at that time and so I was a little 
surprised by the statement that in your prepared statement the pur- 
pose of the support level is to prevent competition. 

I think that 1s a misinterpretation of what the intent of the price- 
support provision of the bill is. It is not intended to prevent com- 
petition and on the contrary I think it is quite clear it is intended to 
make American wheat competitive with feed grain and competitive 
with wheat offered on the world market by other countries. Admit- 
tedly, it is intended to prevent cutthroat competition. 

Mr. McLain. Well, this is what we had in mind—— 

Mr. Hermeurcer. If I may continue, the interpretation you put on 
the support pr ice or level, slightly : above the world- price level i is not 
In my opinion a correct interpret: ition of the legislation, it is to make 
it evenly and fairly competitive. 

Mr. McLarn. With the world price? 

Mr. Hermpurcer. With the world price. 

Mr. McLarn. Well, this is not the interpretation—— 
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Mr. Hermevrcer. I say it is not the interpretation—— 

Mr. Sorkin. World price or domestic feed price ? 

Mr. Hemeurcer. Well, there has to be synthesis of these various 
factors by the Secretary and the objective is a support price for wheat 
which would make it fairly competitive with feed grains and with the 
world price. 

Mr. McLatn. May I ask you a question ? 

Mr. Hermpureer. Yes. 

Mr. McLain. Do you visualize under this bill that it would set the 
support at approximately the world price today ? 

Mr. Hermpurecer. I don’t know what the world price today is, but 
don’t pin me down and 

Mr. McLatn. But I mean in general. 

Mr. Hermpurcer. Approximately where the world price is, as nearly 
as it could be approached still taking into consideration other factors 
relative to feed values and that sort of thing. In other words, this 
is just about what was done for cotton, under the stimulus of which 
you made it competitive on the world market but you did not go into 
cutthroat competition, you set a price and you sold an awful lot of 
cotton at the world price starting from that position. 

Now, the objective of this legislation is to give wheat substantially 
that sort of a price structure. 

Mr. McLarn. If I may comment, I think that if you set it at a level 
that would do that exportwise, you would certainly immediately have 
broad repercussions in the wheat-growing countries 

Mr. Hermecrcer. At what percentage of parity; where would you 
set it? 

Mr. Sorkin. Around $1.50. 

Mr. Hermpurcer. Under this section as you interpret it you would 
set the prices at about $1.50? 

Mr. Sorkin. Well, there is one other point. If you took it down 
to the world price level and half of it went to feed and export and half 
went domestic, there would be no increase in income for the domestic 
producers. Now if you are going to go through this whole operation 
without increasing the income of the domestic producers, I think you 
are going through a whole lot of needless operations. 

Mr. Hemmpureer. Jet me comment—— 

Mr. Sorkin. Let me give you the mathematics of it. If half of it 
goes out at $2.40 and half of it at $1.20 then the average is $1.80 which 
is the present support level. 

Mr. Hermpurcer. And compare that with your recommendation. 

Mr. Sorkin. Well, we were comparing this with the present pro- 
gram and I think that is what the chairman asked us. 

Mr. Hemevurcer. I am asking you to compare with what you rec- 
ommend—— 

Mr. Sorkin. No one knows at what level the Secretary will establish 
a support. Obviously he cannot come out with $1.20 because you 
would have no additional farm income and as I understand the pur- 
pose of this legislation it is to increase the income of the host 
producers. 

Mr. Hermpurcer. I think there is one thing to clear up. You have 
referred from time to time to half of the wheat crop moving at a 
certain price and half at another price. Now, that argument is not— 
‘t, simply establishes a method of computing the payment to farmers. 
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Mr. Sorkin. I am talking about the ultimate result and if a person 
looks at it from the standpoint of what the farmer gets for that half, 
if it is 100 pereent—— 

Mr. Hermrevrcer. The producer does not get 100 percent, the pro- 
ducer gets a direct payment from the Government which is paid for 
by the same people and it would be the same under this program and 
the only difference is that the bill which is here presented, as I see it, 
and I would be glad if you correct me, the only sub jena difference 
between what is proposed in this bill and what is proposed in the 
Departme nt of Agriculture suggestion is that in addition—that the 
bill assumes that the farmer cannot live on the lower level price sup- 
port which would be established on all wheat and he should have com- 
pensation from the Government to make up, to try to solve the prob- 
lem of the difference between the cost of producing the wheat in this 
country and other countries and that is figured on the basis of the 
quantity of wheat, it has no relation whatsoever to the price of that 
wheat. 

Mr. Sorkin. There are two points. The way you compute the pay- 
ment under this legislation is the difference between the estimated 
United States price and parity and if you have a support level at $1.20 
and a parity of $2.40 then the payment is computed at about $1.20. 
The loan level is a very important factor 

Mr. Hermpurcer. The payment is determined by the loan level, the 
loan level on all wheat. 

Mr. Sorkin. If you have $1.20-—— 

Mr. Hermpurcer. Why don’t you say $1.50, which is about what it 
would be? 

Mr. Sorkin. That is what I indicated was proper in the first place. 

Mr. Hermpourcer. I asked where you would set it. 

Mr. Sorkin. And I said, “1.50 per bushel.” 

Mr. Hermpvcrcer. I am willing to accept that. 

Mr. Sorkin. Now, if you have it at $1.50 then you are above the 
feed grain level, and you are also above the world wheat level. 

Mr. Hermpurcer. You would not set it at $1. 50. 

Mr. Sorkin. You would, the way this law is written, because the 
1958 corn price support is $1.36 per bushel. 

Mr. Hermpurcer. Wait a minute, we are off on a little bit differ- 
ent angle, and I want to get it quite clear Flach I think there is 
a genuine misunderstanding about it, that this bill does not set 
two different prices for wheat. 

Mr. Sorkin. We agree on that. 

Mr. Hetmpurcer. All this bill does is establish a formula for mak- 
ing a direct payment to wheat producers, does it not ? 

Mr. Sorkin. That is correct. 

Mr. Arsert. If you will yield —— 

Mr. Hermpurcer. Yes. 

Mr. Arzert. You let the end user pick up the tab. 

Mr. Hetmpourcer. Well, as far as I can see, that is the only differ- 
ence between the present department proposal _ the program pro- 
posed in this bill, as Mr. Albert pointed out, this program will let 
the end user of wheat pick up the tab directly instead of picking 
it up through the tax, and we all know that the baker and the man- 
ufacturer and the transporter do not pay taxes themselves, they pass 
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that on to the consumer, and this simply lets the consumer pay it 
direct. 

The second point is that the farmers would be picking up the tab 
for the export rather than the Government as it is now doing, because 
the price, the general level of price support under the bill would be 
set forth at such level that it would move. 

Mr. McLarn. To me, there is only 1 of 2 ways that this can operate, 
and I think I have studied this almost as much as you have. 

Mr. Hermpureer. I do not doubt that you have. 

Mr. McLain. Either you set the support rate low enough that it 
will move into the world market at world prices and really be com- 
petitive with feed or you do not—1 of the 2. 

Mr. Hermevurcer. That is right. 

Mr. McLarty. Now, that is my personal feeling after talking to 
many of these good people. They realize that the first alternative 
cannot be used today and, therefore, they have, I think, wisely, in 
drafting this bill, used the second one. I think it is pretty hard to 
be anywhere in between. Either you are going to make it do what 
the founders of this idea had in mind, which was to pour the excess 
into the world market, or you are going to restrict it and take into 
consideration that you have other farmers that you are considering. 

Mr. Hertmepurcer. Isn’t that the same problem under your plan? 

Mr. McLain. No. And again I go back to the statement I made 
about four different times. We have a different concept on this, in 
that even though the consumer does pay it, he pays it by Government 
regulation and Government edict. 

Mr. Hermpurcer. We are talking about the general price level. 

Mr. McLain. No, we are talking about the part he gets without the 
extra. 

Mr. Hermpurcer. Well, what would be the difference in setting the 
general price support level under the bill and the proposal you make? 

Mr. McLain. We would not make it as low as you seem to visua- 
lize 

Mr. Hermpurcer. You are confronting us with precisely the same 
factors; what would be the difference ? 

Mr. Sorkin. I think that there are 2 separate things. The fac- 
tors we would consider in determining a support level are the 8 
factors in the Agricultural Act of 1949. 

Now, let me make one point about the domestic parity plan. If 
you support wheat at $1.50, then you would assume 90 cents a bushel 
payment to the producer and that comes from the consumer? 

Mr. Hermepurcer. That is right. 

Mr. Sorkin. That is one payment. The second payment would be 
the difference between $1.50 and $1.20, and that would come out of 
the Federal Treasury to put wheat into export. That would be a 
30-cents-a-bushel export subsidy. 

Now, if you cut the —_ support to $1.20, then the domestic con- 
sumer pays that, but if you assume $1.20 price support, there is no 
additional income to the domestic producer. 

Mr. Hermepurcer. You don’t need a sharp pencil to figure that 
one out. 

What is the difference between what you have been talking about 
and the way you would set price support in this bill? 
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Mr. Sorxin. I think it is about this. I do not want to assume 
what would be the basic price support by the Secretary 

Mr. Hermpurcer. You tise you are making a proposal and you 
don’t know what it means? 

Mr. Sorkin. Well, we don’t know what price support he will set 
in 1959, and neither does anybody else. 

Mr. Hermpurcer. Well , you gave a figure—— 

Mr. Sorkin. Because there is $1. 36 corn for 1958 

Mr. Hermpurcer. Well, what is the difference between your method 
and this method ? 

Mr. Sorkin. Well, there are two different laws that you are operat- 
ing under and you know the law better than I do. I was talking 
about the 8 points in the Agricultural Act of 1949. 

Mr. Arsert. If you would yield. 

Mr. Hermpurcer. Yes. 

Mr. Aveerr. Let me ask you this, would there be any way to work 
this up to where the Government could still handle the exports just 
as they do now, subsidize the exports if necessary —— 

Mr. Sorkin. I think that is assumed. 

Mr. McLain. We assumed that, the way this legislation is drafted, 
that that would have to be necessary. 

Mr. Auserr. We are assuming in this Bill that the man who uses 
the bread should pay for it, and ‘that it is the Government policy that 
wheat should not sell for considerably less than the world price by 
reason of international relations and that that is a Government re- 
sponsibility and it is everybody’s responsibility, because it is part of 
our international relations. 

Now, what is wrong with the ¢ rovernment continuing to do that ? 
They would buy wheat cheaper than now, 75 or 90 percent, or what- 
ever it happens to be—— 

Mr. McLarn. Well, we tried to present—— 

Mr. Avpert. I am just asking could there be a simpler way to work 
it out? 

Mr. McLain. Well, again I say that to me there are just two ways 
to go, you can either go to the world price or you can go to a level 
that would keep your feed grain people the least unhappy. I think 
that is about the'size of it, and then you would have to pick up the 
rest of the tab in export, just as you are doing. 

Mr. Avzerr. On page 12 of your sts :tement, you make the state- 
ment that this program would adversely affect or hurt the 15-acre 
man. Now, of course, that man is getting the benefit without making 
any of the sacrifices. How would ‘it hurt him any more than redue- 
ing the support price to 60 percent, which is possible under the pro- 
gram you recommend ? 

Mr. McLarn. If you take the support price below $1.20, it would 
hurt him considerably more. 

Mr. Apert. It would be relative ? 

Mr. McLarty. That is right. And the only reason we bring this in 
is that there are so many people who keep talking about the smaller 
farmer and what it does to him. We want to be sure you understood 
the number of people involved. : 
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Mr. Apert. I don’t think anybody thinks that we owe the small 
farmers a particular price if he is not going to conform to his allot- 
ment, and he has a perfect right to do that. 

Mr. McLain. Well, again, we just bring it in here because there 
would be quite a change in this for him, and I think you all ought 
to be aware of it. 

Mr. Arsert. Any other questions? Mr. McLain, the committee 
appreciates the time you have given us. 

Mr. McLarn. We appreciate greatly the courtesy that you have 
given us here. 

Mr. Arperr. We may call on you for supplemental information. 

Mr. McLarn. We will be glad to furnish you anything that we can. 

Mr. Auzert. We are going to have hearings all week and we would 
be happy to have representatives of the Department present to stand 
by and help us, and also to advise us. 

Mr. McLain. Anything that we can furnish you, we will be glad 
to do. 

Mr. Atserr. Thank you very much. 

Tomorrow we will hear from the farm organizations. 

The committee stands adjourned until 10 o’clock tomorrow. 

(Whereupon, at 12:20 p. m., adjournment was taken to reconvene 
at 10a. m., the following day, April 23, 1958.) 
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ACREAGE ALLOTMENTS—PRICE SUPPORT—IMPROVED 
FARM PROGRAM 


WEDNESDAY, APRIL 23, 1958 


House or REPRESENTATIVES, 
CoMMODITY SUBCOMMITTEE ON WHEAT OF 
THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:05 a. m., In room 
1310, New House Office Building, Hon. Carl Albert (chairman of the 
subcommittee) presiding. 

Present: Representatives Albert, Watts, Jennings, Hill, Belcher, 
Smith, Krueger, and Dague. 

Also present: Congressmen Johnson and Harrison, members of the 
full committee; and Francis M. LeMay, of the professional staff; and 
Mabel C. Downey, clerk. 

Mr. Avpert. Since we have two groups to appear today, the com- 
mittee will come to order and we will get started. 

We have representatives of the Farmer’s Union and the Farm Bu- 
reau here. The National Grange has asked that they be permitted to 
appear later, but they could not be present today. So I think we only 
have the two farm organizations today. 

We have set this day aside, so we w ill divide the time equally, if that 
is agreeable to you people. 

I note that the Farm Bureau has some out-of-town witnesses, includ- 
ing Mr. Munn from my home State. 

Would you like to go on first ? 

Off the record. 

(Discussion off the record.) 

Mr. Arpsert. Mr. Charles Marshall, president of Nebraska Farm 
Bureau, will you come forward, and would you like to bring your 
associates with you? 

Mr. Marsnaty. All right. 

Mr. Arzert. Now, then, personally I want to present Mr. Lewis 
Munn, who is president of the Oklahoma Farm Bureau, and an Okla- 
homa farmer, and a farm leader who has made an outstanding contri- 
bution in my State and represents a great organization in my State. 

Mr. Munn, I am personally very pleased that you were able to make 
this trip. 

Would you, Mr. Marshall, and Mr. Frank Woolley, who is general 
counsel, legislative counsel, of the American Farm Bureau Federation, 
before you proceed, present your other two associates ? 
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Mr. Marsuauy. My other associate is Mr. George Mikkelson, who 
is president of the North Dakota Farm Bureau. 

Mr. Apert. Mr. I. W. Boone did not come. 

Mr. MarsHatu. We will be very pleased, indeed, to hear your state- 
ment, and you may proceed in such manner as you desire. 


STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION BY 
CHARLES MARSHALL, MEMBER OF THE BOARD OF DIRECTORS 
AND PRESIDENT OF THE NEBRASKA FARM BUREAU; ACCOM- 
PANIED BY FRANK WOOLLEY, LEGISLATIVE COUNSEL, THE 
AMERICAN FARM BUREAU FEDERATION; LEWIS MUNN, PRESI- 
DENT OF THE OKLAHOMA FARM BUREAU; AND G. H. MIKKELSON, 
PRESIDENT OF THE NORTH DAKOTA FARM BUREAU 


Mr. Marsuauy. Mr. Chairman, the American Farm Bureau Federa- 
tion appreciates this opportunity to discuss the wheat situation and the 
development of an improved price-support-adjustment program for 
wheat. 

I am happy to have with me in addition to Mr. Woolley, Mr. G. H. 
Mikkelson, president of the North Dakota Farm Bureau, and Mr 
Lewis Munn, president of the Oklahoma Farm Bureau. They repre- 
sent producers from two great wheat States. 

In many respects wheat is our most difficult commodity problem. 
This is true in terms of— 

The level of accumulated surpluses and current output in rela- 
tion to firm markets; 

The limited crop alternatives available in important producing 
Areas ; 

The spread between the domestic support level and world 
prices; and 

The total cost of current support and _ surplus-disposal 
programs. 

Wheat farmers are face to face with two basic trends: 

First, the decline in per capita wheat consumption; and, second, 
an increase in the efficiency of wheat production. 

Throughout depression and prosperity, per capita consumption 
of wheat has declined. Some of this has been offset by an increase in 
population. 

Consumption per capita was 254 pounds in 1929, 225 pounds in 1939, 
and only 165 pounds in 1957. Total wheat consumed as food in the 
United States was 492 million bushels in 1939 and was down to only 
468 million bushels in 1957 despite an increase in population of ap- 
proximately 40 million people. 

While per capita consumption declined, striking increases occurred 
in the efficiency of wheat production. The man-hours required to 
produce a bushel of wheat are only one-third of a generation ago. 

This increase is due to substitution of machinery for labor, and 
improved varieties, tillage practices, summer fallow, insect, and disease 
control. 

The efficiency in the production of wheat is five times greater now 
90 in 1910-14, while the production of livestock is less than twice as 
efficient. 
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Under present programs we have accumulated an extra year’s 
supply of wheat which is approximately five times the carryover 
established as normal by current law. 

This surplus developed although some major wheat-producing areas 
have experienced drought conditions for several years prior to 1957, 
and despite the fact that record quantities of wheat have been disposed 
of abroad during recent years under special programs. 

There is little prospect of liquidating our wheat surplus for years 
to come under present programs. Even with marketing quotas to 
control production and extraordinary disposal programs, the wheat 
‘arryover has increased in the last 5 years from 256 million bushels.as 
of July 1, 1952, to over 900 million bushels as of July 1, 1957. 

Wheat supply is not being balanced with effective market demand 
at present support prices. Experience not only with wheat but also 
with other crops has repeatedly demonstrated the inability of acreage 
restrictions to control production. Other factors of production can 
and have been substituted for land to overcome effects of acreage 
restrictions. 

Also, in the case of wheat, the limited effectiveness of the acreage 
allotment and marketing quota approach has been further undermined 
by numerous special provisions of law. 

Under the law, the national wheat allotment cannot be reduced 
below a minimum of 55 million acres, The allotment has been at this 
level each of the last 3 years and is again at the minimum for 1958. 

Since the minimum was originally established, compliance has been 
shifted from a seeded to a harvested acreage basis, and the output 
per acre has been substantially increased as shown in appendix table 
No. 1. 

Increased yields in recent years have added greatly to realized out- 
put of a given wheat acreage. Based on average yields for the 10 
years, 1947-56, 55 million harvested acres of wheat would normally 
produce about 962 million bushels. 

Yields during each of the last 4 years have been above the 10-year 
average, however, despite the rather serious drought over this period. 

In 1957 with nearly 13 million acres of the national wheat allot- 
ment in the soil bank, we still produced 947 million bushels of wheat. 
Signup for the soil bank was much smaller this year, and it now 
appears quite probable that production will be appreciably above 
that of last year. In any case, the acreage reserve phase of the soil 
bank is supposedly a temporary program. 

Based on the actions of the Congress, the acreage reserve program 
will not be effective after the 1958 crops. Therefore, it seems conserva- 
tive to expect an average wheat production of something over a 
billion bushels annually with a minimum national allotment of 55 mil- 
lion harvested acres. 

The total output will likely continue the long-time upward trend 
which has been experienced over the last several years. 

The outlook for greater utilization than that of recent years is 
somewhat doubtful. 

In the 10 years, 1946-56, which includes all of the high export years, 
the average disappearance of wheat annually was 1,043 million 
bushels. Domestic consumption appears to have leveled off at about 
600 million bushels a year after the decline resulting from reduced 

22856—58—pt. 2-—4 





> 


256 WHEAT 


use of wheat for feed and seed. Wheat exports hit an all-time high 
of 549 million bushels, bringing total disappearance for the year 
1956-57 to 1,137 million bushels.* ; 

This is encouraging, but we should not be misled by the high exports 
of last year. These record exports reflect the combined effects of 
short crops in other counties—particularly in Europe, a low protein 
in the 1956 Canadian crop, and a multitude of Government export 
programs. see 

Thus, the fact that the carryover was reduced by 124 million bushels 
during the 1956-57 marketing year should not be interpreted as a 
lasting improvement in the underlying wheat situation. 

Exports are expected to decline this year as the result of better 
crops in other countries and somewhat less favorable economic con- 
ditions in importing countries. 

On the other hand, the 1958 crop appears likely to be the largest 
crop produced under marketing quotas during the postwar period. 
Although the carryover is expected to decline about 40 million bushels 
during the current marketing year, it will remain far in excess of a 
“normal carryover” as defined by the law. 

The carryover is almost certain to rise substantially in the 1958-59 
marketing year and to continue to increase in future years, if nothing 
is done toward changing the present program. 

The effectiveness of the wheat-control program has been reduced 
not only by the changes mentioned above but, also, by outright legis- 
lative exemptions. 

Producers are exempt from marketing quotas if they seed fifteen 
acres or less, or if the normal production of the seeded acreage is less 
than 200 bushels. In at least one State, Missouri, the 15-acre exemp- 
tion has permitted total acreage to expand under marketing quotas, 
although acreage nationally has been substantially reduced. 

States with allotments of 25,000 acres or less may be designated as 
noncommercial and exempted from quotas and allotments entirely. 
Currently, 12 States are so designated. 

In as least five of the noncommercial States—Albama, Mississippi, 
Louisiana, Arizona, and Nevada—the exemption of wheat production 
from controls has stimulated a rapid expansion in acreage. In the 
1957 crop year, these 5 States would have received allotments totaling 
77,662 acres if they had been considered commercial; however, pro- 
ducers in these States actually seeded 571,000 acres for harvest in 1957. 

In the past, wheat producers have been encouraged to overseed by 
provisions of law which permit them— 

(1) To sell the normal production of their allotted acreage 
without penalty ; and 

(2) To store excess wheat under bond until it can be sold 
within quotas. 

In addition, some farmers have been paying the penalty and selling 
overquota wheat as a result of these various exemptions and special 
provisions. The Department of Agriculture recently estimated that 
around 100 million bushels of wheat or, roughly, 10 percent of the 
total output, is being produced in excess of allotments each year. 


1 Wheat exports as well as total disappearance over a period of years are shown as 
appendix table 2. 
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Wheat exports at present are almost completely dependent on 
Government programs. For all pe purposes, every bushel of 
wheat and every pound of flour that we export carries some kind of 
a subsidy. 

The direct subsidies which are paid in kind on commercial exports 
under the International Wheat Agreement averaged 81 cents per 
bushel last year. In recent weeks these subsidies have been running 
from 53 to 86 cents per bushel. 

Similar subsidies are paid on commercial exports outside the wheat 
agreement, but direct subsidies are only one of several Government 
aids to wheat exports. 

Despite the high direct subsidies which are available on commercial 
exports, both within and outside the International Wheat Agreement, 
we have had to depend on Government gifts, barter, loans, and foreign 
currency sales—which may turn out to be largely gifts—for the bulk 
of our recent wheat exports. 

In the 1956-57 marketing year, for example, 361 million bushels of 
wheat—the equivalent of 66 percent of total wheat exports—were 
financed under Public Law 480 and the Mutual Security Act. 

The present wheat program not only has resulted in the accumula- 
tion of burdensome surpluses, it has also penalized producers in the 
old established areas which historically have supplied the market with 
high-quality wheat 

‘Although the aiiiahd wheat allotment is the same in 1958 as in 
1939—55 million acres—North Dakota has lost the right to grow 
990,000 acres of wheat and the Kansas allotment has been reduced 
by 429,000 acres. In the same period, Colorado has gained the right 
to grow an additional 1.4 million acres and Oklahoma’s allotment has 
been increased by more than 1 million acres.* 

I think Mr. Munn will make a comment on that figure a little 
later. 

These State figures do not disclose large shifts in acreage that have 
resulted within States due to acreage allotment programs. 

In many States, old, established areas most adaptable to profitable 
production of the single crop wheat have had their acreage reduced ; 
while, at the same time, other areas within the State have had their 
allotments increased even though such areas were adaptable to pro- 
duction of many other crops. 

Many such shifts are uneconomic from the cost of producing wheat 
as well as from the quality of the wheat produced. 

The old, established, efficient producing areas of some States, for 
example in 1955, could produce a bushel of wheat for approxims ately 
80 cents per bushel, while some of the newer areas to which acreage 
has been shifted through force of Government programs might have a 
cost of production of around $1.50 to $1.75 per bushel. 

Thus, not only has the individual right to produce been interfered 
with by the Government, but the ability to this country in general to 
produce wheat competitively with other countries has been impaired. 

In some traditionally low-cost-of-production quality-wheat areas, 
land values have increased considerably more than the national aver- 
age. While this results in some benefits to the original owner, it also 


2Changes in allotments for all States between 1939 and 1958 are shown in appendix 
table 3 
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increases his costs if he continues in production. A new owner must 
include these inflated land values in his costs, and the area generally 
ceases to enjoy the advantages of being a low-cost producing area. 

Another effect of the present program has been to unbalance the 
supplies of the different classes of wheat. 

i any of the areas which have increased their share of the national 
wheat allotment under the control program produce hard, red, winter 
wheat. As a result, the present surplus problem is much worse for 
hard, red, winter wheat than for other classes. 

We have also had a very serious surplus problem with white wheat— 
at least partly because the present program has made it impractical 
to feed wheat in the Pacific Northwest. This condition has been tem- 
porarily alleviated, however, by exceptionally heavy exports recently 
under Public Law 480. 

The following table compares July 1, 1957, wheat supplies with 
1952-56 average disappearance by classes: 

I am not going through this mathematical table because it is for 
your reference. 


| Total sup- 


July 1, | | ply asa 
1957, | 1957 crop | Total | percentage 
stocks | supply | of 1952-56 


| javerage dis- 
} | | appearance 
oe < 7 P " | 


| 





i a Nn ok cd wabard Je 645 | 413 1, 058 261. 2 
ac cacrtnaraait ene —dcreer n> eeeee= 10 | 153 | 163 83. 6 
Mined Tee OOniie Soci). 82S cake dint he 193 | 166 | 1 367 | 209.7 
a eae a la a lt ais bia aE 15 | 41 56 | 280. 0 
WEE cate hin decd akvchue cess dibsonas TUS Foca dheh sie 42 154 196 | 119. 5 
a ee ET ON a atte epiniainl 909 | 947 1 1, 864 194. 4 











! Includes imports of 8 million bushels, 
2 Total wheat based on 1957 annual crop report. Breakdown by classes does not add to totals due to 
ecent revision of totals. 


The foregoing figures indicate that the hard red spring wheat 
situation is becoming unbalanced. This becomes even more significant 
when the hard red spring wheat surpluses of Canada are t taken into 
account. 

Wheat producers clearly need a better program. 

If we are going to solve the wheat problem, we must face up to the 
fact that present programs virtually insure the continuation of wheat 
surpluses for years to come. With the moisture situation improv a 
in the Great Plains, there are good prospects that wheat yields will 
be higher in the next few years than the somewhat better than aver age 
yields of the recent past. There is little prospect, however, for any 
substantial increase in domestic consumption. 

On the average, exports are likely to fall far short of the high total 
reached under the unusual conditions of 1956-57. World-wheat pro- 
duction is high, and other countries, particularly Canada, are becom- 
ing increasingly critical of our export programs. 

We cannot continue to ignore the attitude of countries that are im- 
portant to us as allies in the struggle against communism and as 
markets for other products. 

If we are going to solve the wheat problem in the near future, we 
must face up tothe hard realities of our present situation. 
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Exports by gift or sale cannot be substantially increased—thus, 
we must either reduce the present minimum national allotment or 
increase the use of wheat as feed. 

_ In view of the fact that feed-grain producers are confronted with 
a serious-surplus problem which has been aggravated by the produc- 
tion of feed grains on acreage diverted froin wheat and cotton, under 
Government control programs, it would be unreasonable and unjust 
to dump surplus wheat into the feed market on a subsidized basis. 

Our wheat problem is, in part, a result of an expansion in acreage 
which took place in response to the extraordinary demands of the 
war and early postwar periods. 

It has been compounded, however, by the fact that we have been 
trying to fix the price of wheat at an unrealistic level. 

Farm Bureau believes that price support and production-adjust- 
ment programs should be designed to facilitate orderly marketing, 
rather than to guarantee unrealistic prices. We further believe that 
price-support levels should take account of competitive conditions, 
supply and demand, and market trends. We do not believe, however, 
that they should be based on arbitrary formulas or left completely 
to the discretion of the Secretary of Agriculture. 

As this committee knows, we have proposed that support levels for 
cotton and corn grown in 1959 and subsequent years be set at 90 
percent of the weighted average market prices for such commodities 
during the preceding 3-year per ‘iod. 

This action was taken on the basis of rather clear evidence that 
the producers of cotton and corn are ready to accept a more realistic 
price-support program in exchange for greater opportunities to build 
markets and expand acreage. 

In the case of wheat, where growers have been shielded from the 
full impact of past policies by a 55-million-acre minimum national 
allotment, there has been much less consideration of the need for a new 
approach. 

It is our recommendation, therefore, that wheat producers be given 
a choice in the next marketing quota referendum between the two 
following alternatives: 

(1) The present price-support program coupled with controls 
strict enough to eliminate the surplus and balance production with 
market needs in a reasonable period of time; and 

(2) A lower level of price supports with no control of produc- 
tion. 

The first of these alternatives would greatly increase the effective- 
ness of the present control program. The second alternative would 
permit an expanded use of wheat as feed without creating unfair 
competition for the producers of corn and other feed grains and pos- 
sibly expand other markets for wheat. Obviously, suce cessful applica- 
tion of either program would require cautious handling of the present 
CCC inventory. 

At the present time, wheatgrowers do not have a realistic choice 
when they vote in a marketing quota referendum. The choice that 
has been offered producers s under the present law lies between acreage 
allotments based on a 55-million acre national minimum with 75 to 
90 percent of parity price supports, and the same allotments with only 
50 percent of parity price supports. Thus, the present program does 
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not give the growers an opportunity either to escape controls and 
offset the effects of reduced price supports with increased volume or 
to balance supplies with demand. We believe that growers are en- 
titled to a realistic choice between workable alternative programs and 
most importantly that the choice between such programs should be 
dependent upon a simple majority of the votes cast. 

If the 55-million-acre minimum allotment is eliminated in accord- 
ance with our recommendations for offering growers a realistic choice, 
it will, of course, be necessary to provide for a gradual reduction in 
allotments under the present program so that the existing surplus 

can be worked off over a period of 3 to 5 years. If there had been no 
minimum allotment provisions in the law, the national allotment 
would have been 12.4 million acres in 1957 and 23.1 million acres for 
1958. It is, therefore, obvious that it would be impractical to drop 
the allotment as much as would be necessary to reduce supplies to a 
“normal” level in a single year. 

A severe reduction in acre: age could develop shortages in the more 
desirable quality wheats. 

For your information, we are attaching copies of our complete policy 
resolutions on wheat and few statistical tables in addition to those that 
have been mentioned which are designed to highlight the present wheat 
situation. 

You will note that we also are recommending that the 15-acre and 
200-bushel marketing quota exemptions be repealed. In view of the 
fact that Congress has provided a 3-acre exemption for farmers who 
desire to produce wheat for “home use,” there is no longer a justifica- 
tion for the 15-acre and 200-bushel exemptions. 

Retention of this exemption merely adds to the amount of wheat 
moving in commercial channels and undermines the market of regu- 
lar commercial-wheat growers. The exemption for home use should 
not require the farmer to secure prior approval of the Government. 

In summary, wheat farmers face the problem of shrinking per capita 
consumption concurrently with a steadily increasing yield per acre. 
Surpluses are building up under a 55- million-acre minimum national 
allotment. Export sales and gifts are at record levels which cannot 
be expected to continue indefinitely. 

The right of the traditional low-cost, high-quality wheat producer 
is being threatened. 

Long-del: ayed adjustments must be made to bring production into 
bal: ance with effective demand. 

‘arm Bureau recommends that wheat farmers be given a choice 
between present price supports with strict controls to eliminate the : 
surplus within a reasonable time or lower supports with no restrictions | 
on production and marketing. | 

We urge action be taken now to enable the necessary adjustments 
to be made along the lines desired by farmers. 

Now the remainder of this document is the policy resolutions and 
tables which are for your information. The first one is on the annual 
yield of wheat, 5-year averages; and then the supply and disappear- 
ance of wheat, 5-year averages; domestic disappearance of wheat by 
principal uses, 5-year averages, 1930 to 1949, and annually, 1950 to | 
1957; changes in State wheat allotments, 1939 to 1958; subsidies on , 
exports under the international wheat agreement ; farm prices and 
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national average support prices, 1938 to 1958—this is figuring the farm 
price and the national average support price during that period— 
CCC-owned stocks of wheat, quantity under loan, and delivered to 
CCC, 1945 to 1956; and then the summary of realized cost of agri- 
cultural programs primarily for stabilization of farm prices and 
income for wheat, fiscal years, 1932 to 1956 and 1957. 

Mr. Apert. Mr. Marshall, since that contains material which I do 
not believe has been wholly inserted in the record up to now, without 
objection and with your permission we will add this supplemental 
data to your statement in the record. 

Mr. Marsuatu. We would like that very much, that it become a part 
of the record. 

(The documents referred to follow:) 


AMERICAN FARM BUREAU FEDERATION Poticy RESOLUTIONS ON WHEAT 
PRICE-SUPPORT GUIDES 


Where price support and production adjustment programs are used, they 
should be designed to facilitate orderly marketing rather than to guarantee 
unrealistic prices. Thus we can better meet competition at home and abroad 
and gradually eliminate Government regulation of farming operations. With less 
interference from Government the marketing system will be freer to operate 
effectively and efficiently. This will encourage the expansion of market outlets 
and the production of quality products in line with market demand. Where 
special export pricing is necessary to regain or maintain foreign markets, we 
should return to a one-price system as rapidly as possible. 

Price-support levels should take account of competitive conditions, supply 
and demand, and market trends. They should not be based on arbitrary formulas 
nor left completely to the discretion of the Secretary of Agriculture. Neither 
should levels of support be automatically increased when supplies have been 
reduced. In such cases, increases in acreage should have priority over increases 
in support prices. 

We urge the American Farm Bureau Federation Board of Directors to develop 
specific proposals for use in the establishment of price-support levels which will 
be consistent with the best interests of farmers. 


WHEAT PROGRAM 


It is becoming increesingly clear that the present wheat program is inadequate 
to eliminate existing surpluses or balance production with current market needs. 

We recommend that all wheat producers with allotments be given a choice in 
the next marketing quota referendum between (1) the present price-support 
program coupled with controls strict enough to eliminate the surplus and balance 
production with market needs in a reasonable period of time (this would mean 
repeal of the 55-million-acre minimum national allotment) ; and (2) a program 
providing lower supports with no restrictions on production or marketing, this 
would make possible a greatly expanded use of wheat for livestock feed). 

In view of the fact that Congress has provided a marketing quota exemption 
for farmers who desire to produce wheat for “home use” only, we recommend 
termination of the 15-acres and 200-bushel exemptions. We further recommend 
that farmers be permitted to use the “home use” exemption without prior 
governmental approval. 

Recent legislation designed to prevent wheat growers from building up allot- 
ments by overseeding should be retained ; however, we favor an amendment to 
provide that this rule shall not operate to reduce a farm’s allotment base. 


MARKETING QUOTA PENALTIES 
We recommend that the penalty on the marketing of overquota production be 


increased to 75 percent of the support price for wheat. (Omitted portion refers 
to cotton.) 
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APPENDIX TABLE 1.—Acreage and yield of wheat, 5-year averages, 1930-49, and 
annually, 1950-57 























| 

Acreage (million acres)| Yield per acre (bushels) 
Period a diene Mi heetii Na 
Seeded Harvested Seeded Harvested 
ai aes lel ah ll ail 66.7 | 54.2 11.0 | 13.5 
1935-39____ J. Jk i bp Jools 73.2 | 57.3 10.4 13.2 
SIE ntact: Pte See's 6 tk Sih eA ate oe tae 59.9 | 54.0 15.4 17.1 
EE ae Tegel) AB PAE ie 5 76. 3 | 71.0 15.8 16.9 
1950 Shook aitddehsah on s/dduietebchiae soon 71.3 | 61.6 14,3 16.5 
Oe a a i A cae m 78. 5 | 61.9 | 12.6 | 16.0 
ML ce tek dtendla teased a 78.6 | 71.1 16. 6 | 18. 4 
a ined nmnteted a 78.9 | 67.8 14.9 17.3 
1954 : Sate js 62.5 | 54. 4 | 15.7 18.1 
RSS. okt ak Bla bln bakwo.cak teehee’ j + 58. 2 | 47.3 16.0 19.8 
RE ese Ea Es 60. 7 49.8 16.6 20.2 
RGR eS ee cae oe 49.9 | 43.7 19.0 1.7 

| 
APPENDIX TABLE 2.—Supply and disappearance of wheat, 5-year averages, and 


annually, 1950-57 


[Million bushels] 




















Supply Disappearance 
Year beginning July 1— | | | 
| Carry- | Produc- | 
over, | tion Imports | Total! | Domestic) Exports Total 
} Julyl | | 
id “ l. — a re “a 3 oe 
UT PO NN sik 325.9 | 732.5 | 3.0} 1,061.4] 703.5 | 60.8 | 764.3 
1935 to 1939_............ ——— 154. 5 | 758. 6 14.2 | 927.3 | 688.8 | 53.3 | 742. 1 
NN ae an ae -| 446.1] — 926.0 | 37.5 | 1,409.6 | 908.2 55.3 | 963. 5 
ee OY SE css oo oket tecknnne | 193.3 1, 202. 4 1.2 1, 396.9 759. 1 | 415.4 | 1, 174.5 
Beech a cbse. Hada cdi | 424.7 1,019.4 11.9 1, 456.0 | 690. 0 366. 1 1, 056. 1 
Debt cemeruiguiseWoecacedtewidcea | 399.9 988. 2 31.6) 1,419.7 688. 4 475.3 | 1, 163.7 
at Tae aoe | 256.0 | 1,306.4 21.6 | 1,584.0 660. 7 317.8 978. 5 
Rie ee ee 605. 5 1, 173.1 | 5.5 | 1, 784. 1 633. 6 | 217.0 | 850. 6 
BG tenthts att cei b wc ebiena’ 933. 5 | 983.9 | 4.2) 1,921.6 | 611.0 274. 4 | 885. 4 
i iincathngbe Stiletintnniaitncttbeeteett 1, 036, 2 934. 7 9.9 1, 980.8 | $01.3 | 346. 1 947.4 
ES fit ak nailn anonhong .| 1,033.4 1,004.3 8.0 2,045.7 | 587. 6 | 549. 4 | 1, 137.0 
1957, preliminary__-_-.---- 908. 7 947.1 | 8.0 | 1, 863.8 | 592. 0 400. 0 992.0 
EGGS, Gotimated ......6.......-.s00 _. es ec ste BAA Rib tn coe pcp ae ioe gs os tobi aenven 


! Due to rounding, items do not always add to total. 


APPENDIX TABLE 2 (a).—Domestic disappearance of wheat by principal uses, 
5-year averages, 1930-49, and annually, 1950-57 


{Million bushels] 











| 
Period Food! | Feed Seed | Total? 

sndinkitSa donate a iets aa ps a deeb napetebatcens 
as i ne oe oP Te od er ees. |} 491.3] 130.5] 81.1 703. 5 
CUNNING SS oO eos a) a | 495.8} 108.2 | 84.7 | 688. 8 
NE Rn gs. cele Ma ‘ w-nane-----| 518.1] 268.6 | 72.0 | 908. 2 
SS cata : | 498.6 | 173.8 | 87.2 | 759.1 

1950 to 1951__.__- | arr aes 87.9 | 690. 0 
SONI 1A eden cue dsk deals. | 496.5) 102.8 | 88. 2 | 688. 4 
I ee 5 | 488.4 83.0 | 89. 1 | 660. 7 
i enh nn dive no 487.1 | 76.8 | 69.5 | 633. 6 
OMNI, 2 co vtaict 01... snuca ckeeandubeecendsocdccece 485.9 | 60.1} 648] 611.0 
SN is ooo. ek nc wee ealias' 454 0dzs el .| 481.4 51.5 | 67.7 601.3 
cs SE ree eee 480. 7 | 42.7 | 56.9 3 580. 8 
ne tae na seed tbel 479.0 | 50.0 | 63.0 | 592. 0 
ed dni hiioheiteline = 477.0 | 60.0 | 65.0 602. 0 

| | 





1 Includes shipments to United States Territories and military food use at home and abroad. 

? Includes industrial use which is not shown separately. 

3 Subject to revision. 
million bushels. 


Adjusted on basis of final estimate of 1957 crop, total disappearance equals 587.6 
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APPENDIX TABLE 3.—Changes in State wheat allotments, 1939 to 1958 


The 1958 national wheat allotment is the statutory minimum of 55 million 
acres. The first 55 million acre national wheat allotment was in effect in 1939. 
The following table shows the changes in State allotments from 1939 to 1958 in 
order of magnitude: * 














1939 1958 Actual Percentage 
State allotment | allotment change change 
Acres icres icres Percent 
Colorado.......-- aaa J 1, 314, 022 2, 704, 917 1, 390, 895 105. 9 
Oklahoma. .-- a eiceahoinn 4 3, 783, 954 4, 859, 6 1, 075, 681 28. 4 
Montana.......-- . ae 3, 414, 642 4, 058, 643, 685 18.9 
Texas ieee ski ; 3, 684, 863 4, 164, 302 479, 439 13.0 
Washington.._____- 1, 681, 2, 014, 392 333, 233 19.8 
Michigan 7 669, 965, 008 295, 054 44.0 
Idaho ; 895, £ 1, 152, 744 257, 195 28. 7 
Nebraska 3, 049. 3, 228, 377 178, 395 5.8 
New Mexico . 3 ; 313, 55¢ 474, 243 160, 690 51.2 
Utah ; Seponre 209, 724 316, 068 106, 344 50. 7 
New York 218, 158 315, 570 97,412 44.7 
Oregon 768, 303 816, 443 48, 140 6.3 
South Carolina-_-- cahbi 110, 846 132, 719 21, 873 19.7 
Alabama 4, 734 2 23, 240 18, 506 390.9 
Mississippi--.-- j 74 2 16, 256 16, 182 21, 867. 6 
New Jersey : . 46, 924 53, 345 6, 421 13.7 
Po cccinkdbnanee ; 2 6, 302 6, 302 
ES ee 2 3, 383 3, 383 
Massachusetts-............ : : 2 702 702 
Connecticut Spies saciae 2 587 587 
Rhode Island ‘ Re 2 539 539 . 
VOROGiici nc cetnsuns ee MELE om ‘ 104 2 499 395 379. 8 
Nevada phd baie eed eee 11, 968 212,317 349 2.9 
New Hamspbhire--.-...-..--- aes speeiaiied 2 68 68 - i 
Maine ‘a 4, 387 21,519 2, 868 
Arizona 30, 554 21, 401 9, 153 —30.0 
Wyoming 302, 818 291, 578 11, 240 —3.7 
Arkansas 334 15, 781 —24.2 
Georgia 591 16, 039 -13. 0 
Delaware . 439 32, 966 48.2 
Wisconsin _- 875 —41, 328 —45, 8 
West Virginia_- 393 74, 919 —65. 0 
North Carolina : 796 80, 321 —22. 1 
Ohio l, 553, 180 — 101, 667 —6, 1 
Kentucky 652 128, 882 —38. 2 
Tennessee _. ), 644 141, 495 —42.0 
Maryland_.- 5, 390 165, 536 -47.2 
California 004 181, 302 —28.9 
Pennsy!vania 7,517 —185, 142 —24. 0 
South Dakota. 2, , 196 207, 625 -7.1 
Virginia_. 259, 436 223, 283 —46. 5 
Iowa a , 175 -251, 002 —64. 3 
Indiana-.- 1, , 045 344, 765 —23.3 
Ilinois. ‘ a , 663 402, 529 —22.5 
Kansas. ..- -- 11, 208 429, 141 -3.9 
Missouri. l, 3, 623 431, 654 —25.3 
Minnesota 1, 4 9, 866 688, 836 ~48. 6 
North Dakota.. 8, 300, 488 7, 309, 992 990, 496 —11.9 
National Reserve 16, 500 16, 500 
United States 55, 000,000 | 55, 000, 000 0 0 


1 This table does not reflect minor additions to 1958 State allotments from a national reserve of 16,500 
acres. There was no national reserve in 1939. 
‘Noncommercial area. 





264 


APPENDIX TABLE 4.—Wheat subsidies on exports 


WHEAT 


Agreement 


under the International Wheat 


Exports 


Total IWA | 


Average 





Fiscal year beginning July 1 under subsidy | subsidy 

IWA payments | per bushel 
Millions of | Thousands 

bushels of dollars Cents 
Di binnbonece dab heheh bcteuind 141.4 77, 795 55.0 
a a we 265. 8 178, 179 67.0 
SI its eae Mia arial alls 254.8 166, 928 65. 5 
1952... . . “ee 223. 7 125, 865 56. 3 
1953 Sie 133. 3 i&, 697 14.0 
1954 phi dh wieares i is _- i 131.6 98, 482 74.9 
1955 Sle le ee ‘ - 23.3 89, 680 72.7 
1956... sebelah ‘ uli alll cities te Sale 106. 6 86, 366 $1.0 


Our present wheat 


Nore.—Similar subsidies have been paid on nonagreement sales for several years. 
ire $1.50 to $2 


agreement quota is 132,098,561 bushels. Minimum and maximum prices under the IWA 
per bushel, 
58 


APPENDIX TABLE 5.—Farm prices and national average support prices, 1938 


United Price sup- 


States National port as 
Year beginning July 1 farm average percent of 
price, support July 1 
season price parity 
average 
ad tc ead “ $0. 56 $0). 59 52.0 
1939 ‘ wae i 69 63 56.0 
1940... ee ae cou > 67 64 57.0 
1941 ease 4 at YS 85.0 
1942 ce ee hE a 1. 09 1.14 85.0 
1943 ale a ee aed eed ae L. 35 1. 23 85. 0 
1944 aban ee ; ais 1. 41 1. 35 90.0 
1945 oe : ato pickles 1. 49 1. 38 90.0 
1946... Ga eee tome math beth 1. 90 1.49 90.0 
1947 7 2. 29 1. 84 90.0 
eee 1. 98 2.00 90.0 
eek aie nt a eee M 1. 88 1. 95 90.0 
Saniilastkit ene asietnate heads > eqedbiiaimatiieieadiasdtaabain 2.00 1. 99 90. 0 
Sistema nate kinnirewtial ediekieats eynadiik ‘ ‘ 2.11 2.18 90.0 
1952 hi ithe 2.09 2. 20 90.0 
ters tahsinteidinaatntiols a ; 2. 04 2. 21 90. 0 
1954. .... dace avn : oa 2.12 2. 24 90.0 
led inn eae tes Sink 1.99 2. 08 82. 5 
Sait atetat icity a tial a ee ial s a 1. 97 2.00 82.6 
nai acicaberanairaaer Scant aa ete : 11.94 2.00 79.7 
Cais ce Tees i eee 1. 78 75.0 


! Preliminary. 
APPENDIX TABLE 6.—Acreage allotments and seeded acreage, 1938-57 


National | Seeded ] 


Crop year i Crop year National | Seeded 
allotment | acreage | illotment | acreage 
| | 
Million Million 
acres Millions acres Millions 
1938... 62.5 | 79.0 1954 . 62.8 62.5 
1939___. 55.0 | 62.8 1955 55.8 58. 2 
1940. 62.0 | 61.8 1956 55.0 60. 7 
ain de 62.0 62.7 1957 55.0 49.9 
a 55. 0 53. 0 1958 _. 55.0 
1060. ... 72.8 71.3 


but were terminated under 


NOoTE.—Acreage allotments were proclaimed for the 1943 and 1951 crops 
emergency powers. 
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APPENDIX TABLE 7.—CCO-owned stocks of wheat, quantity under loan, and 
delivered to CCC, 1945-56 


CCC stocks and loans out- 


standing at year-end (June 30) | Bushels Percent 
= oie ‘ ——_ Bushels of crop 
Year begining July under lelivered | turned 
Stocks Under loan to CCC over to 
owned loan Total ccc 
by CCC 
Million Million Million Million Viillion 
bushels bushels bushels bushel hushe Percent 
1045 32.5 32.5 9.7 0.2 0. 02 
1046 7 7 22.0 
1947 * 8 $1.2 
19048 227.2 16.3 243 366. 0 290.9 22. 5 
1949 327.7 33 361.2 80.8 247. 5 22.5 
1950 106. 4 11.2 207.6 196.9 41.9 4.1 
195] 143. 3 11.6 4.9 212.9 11.3 9 2 
1952 470.0 22 192 459.9 397. 7 30. 4 
1953 774. ¢ 75.3 849.9 57.2 426. 1 41.4 
1954 975.9 14.1 190.0 130.7 391.6 39.8 
958 950. 7 28. 9 179. 6 320. 2 273.6 29.3 
1956 $23.9 12.8 836. 7 25 } 9 13.9 
1957 1 2900 ¢ 


lhrough Jan. 15, 1958. 

APPENDIX TABLE 8.—Summary of realized cost of agricultural programs primarily 
for stabilization of farm prices and income for wheat, fiscal years, 1932-56 
and 1957 


[Millions] 


Program 





CCC nonrecourse loan, purchase and payment programs- - ae oisteionii $393. ( 
CCC supply, commodity export and other activities_- ce ; 150. 4 
CCC total.__- . rs 543. 4 268. 8 
International Wheat Agreement 790. 5 86. 4 
Donations of commodities to other nations 166. 0 43. 6 
Commodities sold for foreign currencies under title I, Public Law 480 302. 4 365. 2 
Development of foreign agricultural markets, title lL, Public Law 480 l 
Removal of surplus acricultural commodities 11.8 8.7 
Federal crop insurance 15.0 3.0 
Acreage allotment payments under the ACP program. so. 2 
Acreage allotments and marketing quotas 45.1 12.0 
Parity payments, AAA of 1933, Agricultural Marketing Act revolving fund and 
payments to stabilization corporations... 585. 1 
Miscellaneous. . . 2.4 
Total 2___ 2, 943. 0 781.7 


Represents income or minus expenditures. 
2 The total for 1932-56 excludes certain administrative expenses which cannot be allocated to individual 
commodities. It also excludes $244.9 million in program expenses which were raised by processing taxes on 
wheat. If we include the funds raised by processing taxes, the total cost of wheat programs for the fiscal 


irs 1932-57 amounts to $3,969.6 million, but this still does not include all a inistrativ xpenses 





AMERICAN FARM BUREAU FEDERATION SUPPLEMENTAL STATEMENT Re MULTIPLE 
PRICE PLANS, PARTICULARLY WHEAT 


Multiple price plans for agricultural commodities are not new. The MeNary- 
Haugen proposals of the 1920's were two-price plans. There has been a long 
series of related bills dating back for at least 15 years. 

Elements of multiple pricing are evident in classified price plans for milk, 
the International Wheat Agreement, Public Law 480, export subsidies, market 
agreements, the compliance, noncompliance, and noncommercial loans on corn, 
and others. 





————— 
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Many of the above programs are designed to be temporary and flexible in na- 
ture. Some involve small areas of operation. Some provide for diversion into be 
products that cannot be reconstituted back into the original product. Some keep bi 
inferior products from entering normal channels of trade. 

Despite the fact that many price programs in operation today have multiple hi 
pricing aspects, there is not one in existence that even remotely resembles the 
current multiple-price proposals for wheat, rice, dairy products, and other agri- di 
cultural commodities. These currently proposed plans generally are mandatory, e] 
permanent, inflexible, and involve processing taxes and certificates. None of hi 
these features are basic characteristics of plans with which we have had ex- V 
perience. Truly, we will be out on uncharted seas if we embark on any of these 
untried multiple-price proposals. ‘This in itself should not condemn the many ct 
new proposals before us, but it does indicate that we should subject them to a y 
most careful examination before we think seriously of adopting them. d 

The objectives which the American Farm Bureau Federation has for a farm f. 
program are outlined in our AFBF policy statement. Essentially, these objec- r 
tives are expanded markets, more freedom, and higher net farm incomes. 

Could it be that some of the various multiple-price proposals would contain f 
provisions that would be helpful in making progress in this direction? Let us p 
examine some of these, first in broad scope, and then individually, to see how 0 
they might contribute to a long-range solution of the farm problem. V 

Perhaps we should pause to take a quick look at the general features that t 
aharacterize most of these plans before we delve into an analysis of specific 
ones. s 


The basic objective of multiple-price proposals is to divide the market for the 
commodity in question into a primary market, which would be charged a parity 
or near parity price, and one or more secondary markets, which would be sup- 
plied at lower prices. The mechanies of most of these plans are such that the ] 
specified commodity would move through United States trade channels at one ! 
price with variations for class, quality, and location. The actual cost, however, 
of acquiring the commodity would vary according to the use that is made of 
it. 

Under most of these plans, producers would be given marketing certificates 
for a pro rata share of estimated domestic consumption. Processors would be 
required to buy such certificates in proportion to the use in products destined 
for domestic human consumption. The values of such certificates would be 
determined by the Secretary of Agriculture on the basis of his estimate of the 
amount by which the parity price of the commodity will exceed the average farm 
price for the year. Thus, producers would be assured of something approximating 
parity for a percentage of their crop, which would be equal to the percentage of 
the total production that is consumed domestically. Certificates would not be 
required for exports, or in some cases, for nonfood domestic uses. Refunds 
equal to the value of the certificates involved would be made when products are 
exported. 

As we now switch from description to analysis, let us first examine the proba- : 
ble effect of these programs on our foreign markets. } 

These programs are designed to expand exports. Will they do it? Certainly 
they will not solve the foreign exchange problems which limit our sales in many 
areas. They will not change the fact that our products are not always competi- 
tive in terms of quality. Increased quantities of our products may be available 
for export markets at world prices if we subsidize foreign shipments by giving 
United States producers additional income for the domestically consumed por- 
tion of production. If foreign countries, however, impose restrictions against 
the importation of our products, what have we gained? 

We have made it a point in our organization to discuss multiple-price pro- 
posals with the many foreign agricultural visitors who come to our offices almost 
weekly. We have explored these plans in conversations with foreign traders 
and Government officials in our visits abroad. We have brought these plans to 
the attention of importers and exporters in our conferences on trade development 
and international affairs. We discussed these proposals at a number of im- 
portant gatherings, including the recent world conference of the International 
Federation of Agricultural Producers. A part of the statement relative to 
multiple-price plans and international trade, which was presented by Walter 
Randolph, vice president of the American Farm Bureau Federation, in behalf 
of the federation, follows: 
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“So far as United States policy relating to international trade is concerned, we 
believe it should be designed to promote trade with other nations on a fair 
basis and at a high level. 

“The application of this principle to United States Government price policy 
has particular significance to you and to us: 

“(1) We agree that it is not fair on a continuing basis to subsidize the pro- 
duction of surpluses of our export crops through policies which require Gov- 
ernment surplus disposal programs to market the commodity. That is why we 
have insisted that so-called surplus disposal programs should be temporary. 
We are not interested in their becoming a way of life. 

“That is why we have insisted that Government price policies on supported 
commodities should be consistent with production objectives. We would remind 
you that the six commodities having price supports about which much of our 
discussion has centered account for less than 25 percent of United States cash 
farm receipts and that commodities accounting for over 50 percent of cash farm 
receipts have no Government price supports. 

“(2) This objective of conducting international trade in farm products on a 
fair basis cannot be attained by proposals to assure producers a relatively high 
price for that portion of the crop sold domestically—or for a part of that portion 
of the crop sold domestically as in the case of the three-price wheat proposal 
which has been under discussion in the United States and which was referred 
to earlier in this meeting. 

“United States feed grain and livestock producers are as frightened by the pos- 
sibility of this sort of economic dumping on a permanent basis in the domestic 
market as are the producers in other wheat exporting countries who have ana- 
lyzed its implications to them. 

“What is the real test of fairness so far as the production and export sales 
policy of any Government with respect to price-supported agricultural com- 
modities? 

“Is such test whether the supported commodity is sold for export at a price not 
lower than the price at which the production of the commodity was induced by 
Government programs? Such programs include loans, purchases, blend prices 
arrived at by multiple-price schemes, payments (incentive payments, deficiency 
payments, compensatory payments, production payments, etc.), and other similar 
devices. 

“If this can be accepted as the proper test, then all of us have an opportunity 
to move gradually in the direction the test points.” 

After these inquiries and discussion, we are forced to conclude that a perma- 
nent program of maintaining high prices in a protected domestic market, in 
order to produce more for export to foreign markets, would be considered ex- 
port dumping by other countries. We do not allow other countries to dump 
products into our markets and we can expect them to retaliate if we engage 
in such practices. In the case of importing countries who have domestic pro- 
ducers of the commodities in question, the retaliation probably would come in 
the form of restrictions against the importation of that product. In the case 
of exporting countries, the retaliation could be expected against United States 
export of other agricultural products and manufactured articles. 

Many foreign countries already are extremely unhappy over our present 
programs of export subsidization. The recent violent objections of Canada 
to our recent wheat export activities is only one of many that have come to 
our attention in recent months. Fortunately, we have some flexibility in our 
present operations and we are in a position to make changes when conditions 
warrant. Our foreign competitors console themselves with the knowledge that 
we are trying to get out from under a serious surplus situation and that we 
have not committed ourselves to a program of subsidizing exports on an ex- 
panding scale. When and if we do, we are told that we will be embroiled in a 
prolonged bitter struggle that inevitably will restrict our trade and endanger 
our international relations. Can we afford to take this chance? 


WILL DOMESTIC CONSUMPTION BE AFFECTED ? 


Since multiple-price plans generally incorporate high levels of domestic price 
support, it is necessary to consider the effect of this pricing policy on con- 
sumption. It is important to note that prices have a marked effect on domestic 
consumption of dairy products, cotton, meat, and a host of other agricultural 
commodities. Even for wheat and rice, prolonged periods of high prices may 
induce important shifts in consumer habits. 
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High prices will encourage a further increase in the consumption of syn- 
thetics and other substitutes. 
WHO WILL BE HURT? 


Each proposal should be analyzed to determine if it is fair to United States 
consumers, to producers of quality products, and to producers of other agricul- 
tural commodities. 

If we try to obtain satisfactory prices for wheatgrowers, milk producers, and 
others through a processing or similar tax, these payments may be interpreted 
to be bread taxes, milk taxes, or taxes on other consumer necessities. This could 
create an adverse public reaction which would affect consumer demand for 
the products in question and could jeopardize the successful operation of the 
program. While the American consumer should expect to pay a fair price for 
food, it is quite a different thing to tax domestic consumption of individual 
commodities to finance the export of these commodities. Processing taxes 
shift the burden from those more able to pay to those less able to pay. Now, 
support money comes from Federal funds, part of which comes from graduated 
income taxes. Increased costs of domestically consumed foods, brought about 
by processing taxes, would be borne by the users and would bear as heavily 
on the low income segment of our population as on those more able to pay. 
Consumers can be expected to object strenuously to programs that permanently 
increase their food and fiber costs in order that foreign consumers may pay 
less. 

Many of the proposed programs distribute certificates according to production 
history and bear no relationship to the historical participation in the domes- 
tic market for the product. In the 5-year period, 1952-56, domestic consump- 
tion of durum wheat average 105 percent of production; hard red spring wheat, 
88 percent of production; soft red winter, 73 percent; hard red winter, 74 per- 
cent; and white wheat, 37 percent. Is it equitable to give the producers of each 
of these varieties of wheats equal shares of the domestic food wheat market? 

Any plan established for one commodity may have serious implications for 
producers of other products. When devising a multiple-price plan for a com- 
modity such as wheat, we need to consider the effects of this plan on feed grain 
producers, livestock growers, and others. 

In considering the use of processing taxes, it would be advisable to take into 
account the almost certain opposition of processors. In the past they opposed 
processing taxes and were successful in getting the processing taxes, established 
under the original Agricultural Adjustment Act of 1933, declared unconstitutional. 
They can be expected to attack the constitutionality of current proposals and 
might well win their case in the courts. The possibility of this eventuality 
would add confusion and uncertainty in the operation of the program. 


PROBLEMS OF ADMINISTRATION 


Administration of multiple-price systems will be difficult and complicated. 
The proposals require in general all the administrative decisions necessary under 
present plans. In addition, advance estimates of domestic quotas, parity prices, 
and market prices will be required. Also, there will be certificates to handle. 
The administrative costs of collecting and processing taxes and making payments 
to farmers would be high. 

Multiple-price plans might produce black markets through which wheat, rice. 
and other products would move into human consumption without payment of 
the processing tax or purchase of a food certificate. This could result in ad- 
ministrative problems of auditing and enforcement far beyond first expectations. 

A natural development of a two-price plan would be a multiprice system with 
prices varying according to usage. In fact, present wheat proposals, if adopted, 
would result in at least 3 levels of price—1 for food, 1 for feed, and 1 for foreign 
shipments. Expansion of a 2-price system to a 3- or 4-price system would greatly 
complicate administrative problems. 

A general adoption of multiple-price plans will result in increased involvement 
of Government in the individual affairs of farmers and in the production and 
marketing of agricultural commodities. This will not be good for agriculture 
or for America. 

WILL FARM INCOMES BE INCREASED? 


Overproduction is one of the big problems in agriculture today. There ap- 
pears to be nothing in any of the proposed multiple-price plans that will help 
solve this problem. In fact, production could be expected to increase. If higher 
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prices are achieved at the beginning of the program, this would stimulate output. 
Moreover, farmers would feel impelled to expand production in order to maintain 
or increase base histories. If the value of the certificates, plus the going market 
price of the product, results in a favorable blend price, producers may, in the 
absence of controls, continue to expand output to the point where blend prices 
would be no higher than what market prices would have been without any 
program whatsoever. Under such conditions, the average producers would get 
no benefit from the proposed program. 

Then, too, exports may be less—not more—if foreign countries find our 
multiple-price systems an unacceptable form of competition. 

If certificates, marketing cards, allotments, and other rights to produce or 
sell have value and go with the farm, they will be capitalized into land values. 
This gives a windfall to existing landowners, and penalizes new purchasers of 
farms who have to pay higher prices for farms than they otherwise would, if 
they want to buy properties with certificate rights. 

Wheat 

The certificate plan calls for supporting a portion of the domestic wheat crop 
at a high and very profitable level so that wheat producers will be able to produce 
to capacity and dump their surpluses in the export and domestic feed markets. 
Since we already have a number of wheat export-subsidy programs, the imme- 
diate objective appears to be to dump wheat in the domestic feed market. 

Foreign countries can be expected to take retaliatory measures against the 
adoption of this plan. Importing countries, almost all of whom have some 
domestic wheat producers, would seek to protect these producers by imposing 
various types of trade barriers against a flood of cheap wheat from the United 
States. In competing export countries, retaliatory actions probably would be 
directed against other American exports, such as cotton, soybeans, lard, tobacco, 
fruits, vegetables, and industrial goods. This could result in a net reduction 
in our exports of both wheat and other commodities. 

Let’s take the Canadian situation as an example of how countries could react 
to a multiple-price program for United States wheat. It is not necessary to 
outline here Canada’s extreme displeasure with our present temporary program 
of subsidizing wheat exports. Since the Canadian farmer doesn’t have a pro- 
gram that gives him a much higher price for half his production, which the 
certificate plan would provide for the United States, he could be expected to re- 
gard such a program as the most vicious, unfair type of subsidized competition 
imaginable. 

Canada now buys 200,000 to 400,000 bales of cotton and millions of dollars’ 
worth of other farm products annually. Can we hold this market if we adopt 
a wheat-certificate plan? In view of our urgent need for expanded agricultural 
exports, can we afford to antagonize Canada and other trading nations whether 
they are exporters or importers of wheat? 

Producers of corn and other feed grains can be expected to oppose any plan 
that allows wheat producers to dump hundreds of millions of bushels of surplus 
wheat into the feed market. 

It is argued that the amount of wheat that would be fed under the certificate 
plan would be small in relation to the total feed-grain supply. But the amount 
of wheat that could be fed is neither small nor insignificant. Our present wheat 
earryover of nearly a billion bushels is the feed equivalent of nearly one-third 
of a normal corn crop. 

Furthermore, we have a big oversupply of corn and feed grains, with the 
carryover of corn this year totaling about 1.5 billion bushels, or almost the 
equivalent of half of a normal crop. 

Many analysts minimize the impact of a feed-wheat program on feed-grain 
producers. Even the USDA failed to consider this important matter in its recent 
study of the feed grain situation. 

Feed-grain producers may be affected in another way. If a large volume of 
low-priced wheat is made available to foreign markets as a result of a United 
States wheat-certificate plan, it is logical to assume that important quantities 
will be used in the foreign feed market. This would reduce the export demand 
for our feed grains. 

Feed-grain producers, no doubt, are perfectly willing to compete for the feed 
market provided the power of Government doesn’t stack the rules of the game 
against them. If the wheat farmers will accept support prices on their entire 
crop, based on the feed value of their product in relation to the support price on 
corn, and not just the feed portion of it, corn farmers and producers of other 
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feed grains cannot complain that wheat is being fed on an unfair competitive 
basis. 

The proposed wheat-certificate plans not only would work an injustice on 
domestic producers of feed grains and foreign wheat producers, but also would 
create inequities among domestic wheatgrowers. Under the proposed plan, food 
wheat certificates would be distributed to all wheat producers on the basis of 
past wheat production without any reference to their participation in the do- 
mestic food market. This means that the growers of durum, hard red spring, 
and other wheats that are consumed largely in the domestic food market would 
in effect be taxed to subsidize the dumping of surplus wheat of other types into 
feed and export markets. Producers of high-quality milling wheat would be 
taxed for the benefit of producers of feed wheat. 

Presently proposed multiple-price plans for wheat would, no doubt, increase 
rather than decrease wheat production. Growers would produce to maintain 
or increase base histories and their share of the certificates. With uncontrolled 
production, the average or blend price of wheat might, and probably would, 
drop to the level that would prevail on a free market without any program, and 
farm incomes from wheat production would not be raised one iota by the opera- 
tion of a program that subjects us to the grave risks of international ill will 
and displeasure of feed-grain and livestock producers and other commodity 
groups in this country. 


Sugar and wool 


The sugar and wool programs have been cited as examples of programs that 
embody certain features of some of the currently discussed multiple-price pro- 
posals. Actually, these are special programs for agricultural commodities in 
deficit supply in the United States and are comparable with the plans proposed 
for commodities with exportable surpluses in very few respects. One similarity 
exists in that domestic producers of sugar and wool get returns above world 
prices. In addition, sugar has a processing tax. 

The processing tax on sugar has been cited as an example of how the tax might 
work on other commodities. This tax goes into the United States Treasury and 
is appropriated out to make payments to producers who comply with specific 
requirements relative to child labor, wages, and other matters. 

It might be observed in passing that these conditional payments are illustrative 
of how far Government may go with other commodities, as they have with sugar, 
in dictating wage levels, and many other provisions, if we involve producers in 
compulsory multiple-price programs that include certificates and payments. 
This appears to be a long way around to reduce governmental interference in the 
individual affairs of farmers. 

Since a tax of 50 cents per hundredweight of sugar, raw value, is imposed on 
all sugar processed in the United States and all sugar imported for direct con- 
sumption, and payments are made only to domestic producers, collections usually 
exceed payments by fifteen to twenty million dollars a year. 

Quotas, imposed on importations of sugar, associated with domestie farm al- 
lotments for sugar beets and sugarcane, set the level of supply in this country 
and have a much greater impact on producer prices and incomes than the small 
payments that are made to producers for complying with certain requirements 
relative to wages, hours, provisions, etc. 

The wool program is financed from receipts derived from wool tariffs. This 
is a direct payment plan designed to encourage an annual production of 300 
million pounds of wool. 

We produce only one-third of apparel-wool needs and buy two-thirds from 
other countries. This fact make it possible for us to have a domestic wool price 
above world price levels without causing the kind of international concern over 
unfair price competition that arises when we use a high domestic price for com- 
modities with exportable surpluses to subsidize cheap exports. 


SUMMARY AND CONCLUSIONS 


Multiple-price provisions have been used successfully in classified pricing of 
fluid milk in metropolitan areas. Marketing agreements for fruits and vegetables 
have been helpful in assisting producers in limited production and marketing 
areas to improve quality of products marketed and to divert lower grades into 
products that cannot be reconstituted and sold as the original product. Diversion 
programs have been used to divert surplus agricultural commodities into starches, 
alcohols, and many other useful products. 
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Multiple pricing can be advantageous in accomplishing the limited objective 
of programs outlined above but we fail to see any long-time advantages to agri- 
culture in adopting any of the currently proposed multiple-price plans. Some 
of the plans may give us a momentary lift but we should be ever mindful that 
it is necessary to distinguish between short-time advantages and long-time con- 
sequences. 

It is doubtful if any of the widely discussed programs of a multiple-price nature 
will expand markets for any extended period of time. In fact, there is real danger 
that our export markets will be curtailed. 

If these plans would move us away from governmental interference and domi- 
nation of the agricultural industry, and allow market prices to have more in- 
fluence in guiding production and consumption, it would be advisable to give 
the plans a trial. This would be especially true if it could be demonstrated that 
there is a road back if these plans fail. There is little evidence, however, that 
these plans could work without a multiplicity of certificates, allotments, loan 
programs, and elaborate machinery to enforce requirements of the law. Con- 
ceivably, the Government would dictate wage rates, and other provisions as a 
condition of eligibility for certificates as is now incorporated in the sugar pro- 
gram. Moreover, the end result of this approach could be a complete system 
of Government-administered prices and a collateral Government control over 
every aspect of American agriculture. 

It is also doubtful if any of these programs would increase farm incomes for 
any appreciable period of time. Production would be stimulated until the value 
of the certificates, or the advantages of a higher support program as outlined 
for milk and dairy products, would be entirely wiped out and prices would 
in effect be no higher in the end than the free market would have brought with- 
out the program. 

Many will agree that we need something that will work better than the farm 
program that we have had in the past. Fortunately, we are not faced with a 
choice between present plans and the multiple-price approach. There are other 
plans that offer better possibilities for dealing realistically with the perplexing 
problems of agriculture. Plans that will build markets at home and abroad— 
help balance production and demand—minimize the role of Government—pre- 
serve and enlarge opportunity—and improve the net-income position of farmers 


Mr. Avserr. And we appreciate your statement and are happy to 
have had your contribution. You have given us a lot of information 
which the committee did not have before. 

You have submitted your own recommendations. You have not 
commented, and for the record I think it would be well for you to 
comment, upon the recommendations which are contained in the 
majority ’of the bills that are pending before the committee on this 
subject, which, as you know, include bills dealing with the so-called 
domestic parity plan. Would you or your associates state the pe 
tion of the Farm Bureau Federation, for the purpose of the record, on 
those bills if you would desire ? 

Mr. Marsuauu. We have prepared material and submitted to some 
committees of the Congress—and I thought it was to this committee— 
the position dealing-——— 

Mr. Atsert. You have heretofore, but I do not believe you have to 
this subcommittee. Have you, Frank? 

Mr. Wooutry. I am sure we have not to this subcommittee. Now if 
you want, we can review very briefly what the Farm Bureau’s position 
is on the 

Mr. Avsert. Would you summarize your position, that is all? 

Mr. Woottey. Yes. As I understand the situation, bills before the 
committee consist of three different types of bills, I think. One of 
them on the multiple- price plan; the other is on pegging the price of 
wheat in 1958 at $2 per bushel; and a third one is a provision for giv- 
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ing price support at 100 percent of parity on the first 3,500 bushels of 
production for any producer regardless of how much he produces. 

With respect to the multiple-price bills, the Farm Bureau has been 
consistently in opposition to the idea of trying to maintain a program 
that stimulates production, or at least subsidizes production, in a par- 
ticular area of the country, and then would require the subsidization of 
the export and the subsidization of the use of the commodity for feed. 

One of the reasons why we are opposed to it is that under the pres- 
ent program that we have, we are already operating what is actually 
and properly termed, I think, “a two-price system.” We are export- 
ing all the wheat that we can possibly export currently. I am sure 
there is not much disagreement on that point. We are subsidizing it 
through the International Wheat Agreement; we are making exports 
outside the International Wheat Agreement. We are also subsidizing 
wheat through Public Law 480 and through barter transactions and, 
as Mr. Marshall indicated in his direct testimony, the export of wheat 
this last year was the highest that has ever occurred in the history of 
the United States. Asa matter of fact, I understand it is the highest 
amount of wheat that has ever been exported by any country at any 
time. And I am sure we are all conscious of the fact we could not 
have had near those exports if there had not been a subsidy program 
‘arried on. So we do have an export subsidy program in effect now. 

The only thing that is left under the multiple-price system is to 
move wheat into consumption as feed. As you know, gentlemen, we 
are faced with a superabundance of feed. I do not recall precisely 
what the figure is in terms of tonnage, but I know that it is the highest 
tonnage of feed that we have ever had in our history. It is also the 
highest quantity of feed per animal unit that we have ever had in the 
history of the country. And it would seem to us to be a calamity to 
subsidize the use of wheat for feed in the face of the supplies that we 
already have on hand of other feed grains. 

Mr. Apert. Mr. Woolley, in that connection, of course, the pro- 
ponents of the domestic parity plan insist that their program does not 
subsidize exports or wheat for feed; that it provides a support of 
wheat used for food, human food, within the United States; and that 
there is no subsidy on exported wheat or on wheat for feed; that it 
moves in the open market and there is only a disaster loan level used, 
not for the purpose of subsidizing wheat, but for the purpose of 
keeping wheat from unduly interfering either with foreign commit- 
ments abroad or with producers of feed grains within the United 
States. In that regard, if their contention is correct, we would be 
moving at least to a freer system under this alternative than we have 
under the present program. 

Mr. Woo.tey. | understand that bills have been introduced which 
provide for a loan program on wheat so that it would not move into 
consumption domestically at a price lower than the support price on 
feed grains. Well, the very fact that you do that, then, will have the 
effect of foreclosing to a great extent, the use of wheat for feed. 

Mr. Arsertr. Well, of course, in that connection, it is only intended 
that wheat be used for feed in the historic areas where wheat is used 
for feed, that is, the northeast, the feed deficit areas, and the Pacific 
Northwest where freight competition would make it impossible for 
such wheat to be produced and shipped into the feed grain areas, 
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Mr. Woottry. We believe that would have the effect of generally 
holding down considerably upon the use of wheat for feed. Now in 
the event that legislation were passed which did not require the sup- 
port of wheat at a price comparable to corn, the fact that you supply 
the producer of wheat a price support at 100 percent of parity on the 
domestic consumption would have the effect of subsidizing his produc- 
tion of wheat for feed, because if you have 100 bushels production 
and 50 bushels is supported at a much higher rate than the current 
rate, and the other 50 ala is allowed to be sold into the market for 
feed, that has the effect of subsidizing that 50 bushels that goes into 
the market for feed. 

Mr. Arzert. Of course, it all goes into the market without discrim- 
ination. ‘The transaction whic h | gives the farmer support on the food 
portion of his crop is completely outside the market channels, and in 
that respect is different from the present program where the Govern- 
ment competes with buyers in effect. Here your millers and end users 
buy certificates, that money is put in a pool and certificates are issued 
to ‘farmers, and ever ything else operates on a free market, unless the 
Secretary invokes at his discretion a disaster loan rate, a rate for all 
wheat, not just the wheat that goes into feed. 

Mr. Wooutry. As I understand it, though, you would have to con- 
tinue a loan program on wheat—either you would, and that would 
bring about certain results if you had a loan program, or if you did 
not have a loan program, that would bring about other results. I 
mean, the argument that the multiple-price pli in will get the Govern- 
ment out is, it seems to me, subject to these comments—that you will 
have to continue the loan program so the Government would be con- 
tinually in the loan business. It may be that it would be at a reduced 
rate, but the Government would also then have to go into the proposi- 
tion of issuing certificates, which would put them to additional work 
and add complications. 

We also think that the multiple-price plan on wheat will have a 
serious effect on actually being discriminatory between the various 
producers of wheat. We think that the high-quality producers of 
wheat will be, in effect, subsidizing the poor-quality producers of 
wheat, because they will be given marketing certificates for all the 
wheat they produce regardless of the quality of it. 

Mr. Apert. But they get their advantage in the market place, and 
the proponents of this theor y insist that it ‘will tend to encour: ie pro- 
duction of quality wheat because all wheat competes on a free market. 

Mr. Woottry. Well, it is our belief that the quality-wheat-produc- 
ing areas would, in effect, be subsidizing areas where less desirable 
qualities of wheat would be produced. 

Mr. Aupert. May I ask you this question ? 

Mr. Woottey. Yes. 

Mr. Avsert. We have the present program with all its good and bad 
points. We have the 55-million-acre national allotment; we have the 
15-acre program; we have the wheat-for-feed program; we have the 
States that have no allotments with some large producers in them. 
We add up a total wheat production even much greater than the 55- 
million-acre allotment. We have the overplanter in the allotted areas. 
All these things add up to a sizable wheat acreage. We are not living 
inavacuum. It might be better if we did not have a minimum allot- 
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ment, or it might be better if we did not have the 15-acre program 
from a long-term standpoint, but you know and I know how difficult 
it would be to change, legislatively, any of those existing situations 
which allow, or encourage, the planting of extra wheat. So we have 
that program. 

We have then the domestic parity plan and we have your suggestion. 
As between the present plan as it now operates and the domestic parity 
plan, which would you rather have ? 

Mr. Woottey. We think we would rather have the present plan with 
such weaknesses as it has, than we would the so-called domestic parity 
plan because we think that there is only one result that can occur with 
respect to the domestic parity plan. If it is going to work, it must 
result in the use of wheat for feed. Now we would like to see wheat 
used for feed, provided it was not unfairly subsidized in competition 
with other feed. But we think the way it is drafted, it would have the 
effect of doing this. We think you only have three alternatives: not 
to produce it, to export it, or use it for feed. We are using all the 
wheat in export that we can possibly expect to get exported. It does 
not seem to us that it is rational to assume you could export an addi- 
tional bushel of wheat with the domestic parity plan. t hen the only 
thing that is left is to use it for feed, and if you put a loan program 
on that is high enough to aoe it from being subsidized for feed, then 
it is not going to move as fee 

Mr. Avzert. Now we have bills providing for a $2-a-bushel mini- 
mum. Of course these are, so far as wheat is concerned, substantial] 
the same as the freeze bill which we passed for all crops and which 
has been vetoed. 

Mr. Wootuey. Yes; which of course is—— 

Mr. Ausert. And you did object to that prior to the enactment 
of that bill. 

Mr. Woottey. That is right. 

Mr. Atzert. So I do not think you need to elaborate on that. 

Now the 3,500-bushel proposition, what do you think of that? 

Mr. Woottry. Well, the 3,500-bushel provision for 100 percent of 
parity would have the effect of supporting the price for all wheat at 
100 percent of parity, and this is not our program 

Mr. Avsert. Your idea would be that that be subject to the same 
objection as the marketing certificate, the 100-percent parity for 
domestic food ? 

Mr. Woo.ttry. Yes; it would operate this way. As I understand 
it, somewhere in the neighborhood of probably 55 percent of the pro- 
duction would be represented by the 3,500 exemption for each indi- 
vidual farmer, or rather, special provision for 100 percent of parity 
on 3,500 

Mr. Axsert. Well, it would be about 50 percent under the domestic 
parity plan because normally food conusmes about half of the crop, 
roughly. 

Mr. Woottry. But in the case of the support price, just based on 
the 3,500 provision, that would then result in holding off sufficient 
wheat from the market that the price would have to go on up, and 
the net effect would be that you would be supporting the price of 
all wheat at 100 percent of parity. You take 50 percent of pro- 
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duction off of the market and put it in the hands of Commodity 
Credit Corporation, and provide it cannot be released for less than 
105 percent of the support price plus reasonable carrying charges, 
that would then freeze that much and hold it off the market with 
the net effect that the rest of it would go to 100 percent parity and 
you would have jacked the price up. By jacking up the price, you 
would then ceaeer age the people who are not already taking ad- 

vantage of the 15-acre minimum to go ahead and take advantage of 
it. You would also raise the incentive for people to increase yields 
to the maximum extent possible and thereby serve to aggravate an 
already aggravated situation. 

Mr. Apert. Are there any other questions ¢ 

Mr. Belcher. 

Mr. Betcuer. Mr. Woolley, you have three alternatives: Not to 
produce it. That means that the farmer will have to plant fewer 
acres. Well, the greatest complaint that I have is the fact that the 
allotments are too low already. 

Mr. Wootiey. That is right ; we agree with you. 

Mr. Betcuer. So it cannot gothat way. 

Mr. Wootitry. We agree. 

Mr. Bevcuer. Exports. I think that every one of you agree that 
we have exported just as much of it as possible to export. That is out. 

Then your third alternative is feed. Every time you feed a bushel 
of wheat, you are not going to feed the equivalent amount of corn or 
other feed grains. 

Mr. Woottey. Yes. 

Mr. Beicurr. Then the only solution for the wheat problem is the 
complicating of the feed grain problem; is that correct ? 

Mr. Wootiry. You have three possibilities, and we say— 

Mr. Beicuer. We have eliminated the first two now. 

Mr. Woottey. And we say if you go the multiple-price plan that 
has been—— 

Mr. Beicuer. 1 am going under your plan. 

Mr. Woottry. We think this—— 

Mr. Beicuer. You are going to do 1 of the 3 things out of your 
plan. You are either not going to produce it, cut down the number 
of acres the planter can plant to whatever it might take to balance 
production with consumption—if you take the first alternative not 
to produce it, and that is going to be very painful 

Mr. Woottey. Could I comment right there on that point ? 

Mr. Bevcnuer. Yes. 

Mr. Woot.ey. It is our belief that there are many people who have 
gone into the production of wheat because of the governmental induce- 
ment in the form of price support. We think there are areas of the 
country that have eet opportunities to grow crops that are 
growing wheat strictly because the wheat is being sup ported at a 
higher level than they can produce alternative crops in that particular 
area 

Mr. Bevcner. I will agree with you 100 percent on that statement. 

Mr. Woottey. We therefore would try to establish a level of price 
support that would be sufficiently under the cost of production of those 
areas. They h: appen to be, ine identally, the high-cost producing areas. 

Mr. Betcuer. Could I interrupt you just a minute? 
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Mr. Wootuery. Yes. 

Mr. Betcuer. Your first alternative of your recommendations is 
the present price-support program, coupled with controls strict enough 
to eliminate surplus and balance production with market needs in a 
reasonable period of time. That does not contemplate the elimination 
of any of these areas that have been producing wheat because it was 
the best subsidized crop they could produce ? 

Mr. Wootitey. You would have to give them their allotment in 
accordance with the history that they have obtained under the current 
law. 

Mr. Betcuer. So you would not eliminate those fellows. The 
only one you would eliminate is the present wheat raiser with a wheat 
history. 

Mr. Woottry. No—— 

Mr. Bevcuer. In other words, you would not eliminate him, but 
you would have to cut his allotment in order to fulfill your first al- 
ternative here not to produce it. Well, I just doubt if we can cut 
those allotments any lower than they are now without a tremendous 
amount of complaints. 

All right; then we go to the second one: Export it. Well, I do not 
see any opportunity to export any more than we did last year because 
we certainly cannot give away much more. 

Then we go to feed; get down to feeding it. Well, for every bushel 
that we feed we are going to eliminate the equivalent amount of 
some other feed—it looks to me, that if we do that, we are going to 
complicate that farmer’s problem, we are going to complicate “the 
feed grain problem. If we solve the wheat problem by feeding wheat 
instead of corn, we are going to complicate corn; are we not? 

Mr. Marsuaut. As well as the livestock. 

Mr. Betcuer. Off the record. 

(Discussion off the record.) 

Mr. Woottey. With 2-billion-bushel carryover of wheat, which in- 
cidentally, Mr. Marshall—we were talking this morning down in the 
office—said one person he was talking to put it this way: That is 
enough wheat to supply this country for 4 years for the food that it 
needs, just the food, and then have enough seed to plant for the next 
year. Now that is how much wheat it is. And some place, sometime 
we are going to have to produce wheat for the market. 

Mr. Betcuer. Now to get to your second recommendation here, a 
lower level of price supports with no control of production, I do not 
know; I am not in a position to argue whether or not that might 
solve the problem, because that might have the tendency of elimin- 
ating the fellow that you say is complicating the program at the 
present time, and that is the fellow who lives in an area that is not 
a historical wheat-producing area and has gone to wheat because 
he could produce it under a guaranteed price that was more profit- 
able than producing the crop that he has ever since the country 
opened. Now if you had a system that would eliminate the fellow 
who just went into wheat because it was profitable under a Govern- 
ment program, and let him go back into producing the crop he has 
produced ever since the country started, you might solve the wheat 
problem. But whether or not the farmers would accept this program 
over the present price program, I do not know. 
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Mr. Jounson. Mr. Belcher, what is going to happen to your wheat 
farmer while you are starving out these other farmers ¢ 

Mr. Buicurr. The fact of the matter is the other farmer got into 
the wheat business. He is a temporary wheat farmer. The fellow 
who complicated the wheat problem is a temporary wheat farmer. 
Ever since the country opened, he has raised something else, but 
along came the Government and made it more profitable for him 
to go to wheat. He did go to wheat, and he starved out the wheat 
areas, 

Mr. Jonunson. I am saying, what is going to happen to your wheat 
farmer while you are doing that? 

Mr. Betcurr. Well, in my opinion— 

Mr. Jounson. Would not he have to go broke, too? 

Mr. Betcurer. That may be true, but it looks to me as if, according 
to the suggestion as to program No. 1, he is going to go broke now. 

Mr. Jounson. This man who is thumbing in is not depending on 
wheat entirely like the wheat farmer—— 

Mr. Ausert. We are crowded for time, and colloquies between mem- 
bers of the committee can be carried over to executive sessions. 

Mr. Be.curr. That is right. 

Mr. Avpert. We are here to hear the witnesses. 

Mr. Warts. Mr. Woolley, can wheat be produced competitive to 
feed grains with no supports on either one ? 

Mr. Woo.iey. I would prefer Mr. Marshall answer the question, if 
it is all right with the committee? 

Mr. Marsuauy. Yes. In some areas, yes. It just depends. In the 
area in which I farm, Nebraska—— 

Mr. Warts. How many bushels do you produce per acre in your 
area ? 

Mr. Marsuati. How many bushels? 

Mr. Warts. Yes. 

Mr. MarsHauu. Last year my wheat average was better than the 
10-year average. I have been above the 10-year average of the area for 
several years. But the average is 24 bushels, the county average in 
my particular area. And I have at ight record on production of wheat 
in this particular area. 

Mr. Warts. And you can, in your area, then, produce wheat com- 
petitive with other feed grains? 

Mr. Marsuauu.. At the present prices of other feed grains, 

Mr. Warts. But that is a limited area of the country, when you 
consider all of the wheat-producing areas? 

Mr. Marsuauy. This is right, and this gets back to the point that 
Congressman Belcher made, that these other areas cannot do that. 
Now there was reference made earlier to the fact that Oklahoma had 
some increased acreage in allotments. Now I would like to have Mr. 
Munn speak on that for just a second. Because this is true, but it is 
not in the wheat-producing area, it is back in the area where they 
have the alternative crops. And this is the point that was being made 
just a moment ago. And it is a high-production area where they 

‘sannot produce the wheat as cheap. 

Mr. Warrs. It does not necessarily follow that where you can pro- 
duce the most wheat per acre, it is always the highest quality wheat; 
does it? 
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Mr. Marsuauu. No. No; that is true. 

Mr. Warts. Mr. Krueger’s section of the country, as I understand 
it, produces a high type of millable flour wheat. But at the same t:me, 
he does not produce too much per acre. But other sections of the 
country that produce a lower type of wheat produce more per acre. 
Is that true? 

Mr. Marsuatu. That is right. I have some land in eastern Ne- 
braska on which I have produced up to 60 bushels to the acre of wheat, 
but the quality is low. 

Mr. Warts. Well now, if you followed suggestion No. 2, a lower 
level of price supports with no controlled production, would you not 
have a tendency, maybe, to shift some of the production away from 
the areas where you produce a high quality wheat to the quantity 
producing areas ? 

Mr. Marsuauu. Well, in the area where I produced 60 bushels of 
wheat, I can produce 100 bushels of corn. If you produce 100 bushels 
of corn, then you get this relationship between crops 

Mr. Warts. In that area you cannot produce, then, competitive with 
corn ¢ 

Mr. Marsuauu. That is right. 

Mr. Warts. Now where you are producing your 24 bushels of wheat, 
can you produce any corn ? 

Mr. MarsuHatu. Very little, practically none. It is not practical. 
You can raise a little grain sorghum, but you cannot raise corn. 

Mr. Warts. Wheat is about the only crop you can raise ? 

Mr. Marsnatu. That is right. 

Mr. Warts. And your thought is, then, if we have proposition No. 2, 
that the production of wheat would resolve itself into those areas that 
practically could not produce anything else ¢ 

Mr. MarsHau. Thatisright. They produce it cheaper. 

Mr. Warts. Now I am interested in knowing—and I won’t take any 
more time, Mr. Chairman—what tightening of the controls you are 
referring to under section 1 of your proposal ? 

Mr. Marsnatu. Well, we refer in our statement later on to the elimi- 
nation of the 15-acre provision and the 200-bushel deal. 

Mr. Warts. That is one. 

Mr. Marswaru. And also, that if we are going to go the control 
route, that means the elimination of the 55-million-acre minimum 
national allotment now provided by statute—if we are going to go 
that route. 

Mr. Wartrs. That is two—No. 2. What else? 

Mr. Woottry. Put compliance on a planted basis instead of on a 
harvested basis. 

Mr. Warts. Ona planted basis? 

Mr. Woottry. Instead of a harvested basis. 

Mr. Warts. You mean you get so many acres to plant, and if it does 
not make but a bushel to the acre, that is all you get? 

Mr. Woottey. That isright. Itisona harvested basis now. What 
can happen now is, a producer can plant excess acreage, and if he gets 
a poor yield on part of his acreage, he can plow down that part—— 

Mr. Warts. All I said was, you give a fellow an allotment, he can 
plant so many acres, and that is all he can plant—— 

Mr. Woottry. That is right. 
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Mr. Warts. No matter whether he yields 1 bushel or 402 

Mr. Woottey. For those people who say they want strict controls 
and high price supports, fix up a program that is honestly 

Mr. Warts. What price supports would you recommend with such 
a program / 

{r. Woottey. We think that the present price-support program 
has plenty of inducement in it. 

Mr. Warts. The 75 to 90? 

Mr. Woottey. Yes, sir. 

Mr. Warts. Would you increase the penalty on excess wheat? 

Mr. Woo.ttey. All people recommend the penalty on wheat be 
placed at 75 percent of the support price. 

Mr. Warts. The same as tobacco ? 

Mr. Woottey. That is right. 

Mr. Ausert. Mr. Munn, do you have something you want to add 
here ¢ 

Mr. Munn. Yes, Mr. Chairman. 

This million-acre increase that is indicated here in the statistical 
information, that Oklahoma gained in this period of time since 1939, 
would appear to make it look like the wheat producers in Oklahoma 
ought to be pretty well satisfied. But actually, the real wheat- 
producing area, the longtime wheat-producing area, in Oklahoma, 
got very little of this. Practically all of it, well, the majority of it 
at least, went to the southwestern counties which had previously been 
predominately cotton counties. And this was a transition from cot- 
ton to wheat, actually. We traded cotton acreage for wheat acreage, 
is what brought this about. 

As Congressman Belcher knows, there is very little of that in the 
real wheat area. Our allotment was still low, and one of the real 
concerns of our people in the old stable wheat production area is being 
able to stay in the wheat business with the spread of this production 
all over the Nation as it is now being handled. 

Mr. Ausert. Thank you, Mr. Munn. 

Mr. Krurcer. Right in connection with that, if you will yield to 
me, I am a little disappointed that North Dakota has lost over 990,000 
acres and Oklahoma has gained 1 million acres. I think you are 
serving Oklahoma here in preference to North Dakota, and the same 
thing happened in Colorado, in my old friend Bill Hill’s State. Now, 
they gained 1,400,000 acres, where Kansas lost 429,000 acres, and 
North Dakota has lost 990,000 acres. If we are going to shift acre- 
age and have wheat, I think North Dakota has done a good job in 
reducing acreage, but other States have picked up the acreage. 

Mr. Avserr. Mr. Krueger, if you will yield to Mr. Munn—did not 
that happen during the period when there were no allotments, south- 
western Oklahoma began going into wheat in a big way because cotton 
production was going down and they came in during free periods? 
Wasn’t that largely the reason for it ? 

Mr. Munn. Yes, partly. 

Mr. Atzert. Not the program ? 

Mr. Munn. Well, not necessarily, maybe, the program. ont actu- 
ally what happened down there, they had both wheat allotments and 
cotton allotments. Their wheat allotments were lower somewhat, and 
we came into a period when we did not have allotments in wheat, 
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they put practically everything into wheat and disregarded their 
cotton allotments to the extent that in many instances they did not 
have cropland enough to plant anything like their total allotment 
on cotton. And so as the history built up over the years, by them 
putting in all of this land into wheat, why the allotment naturally 
shifted that way just as a result of history. 

Mr. Bevcuer. In addition to that, of course, we have always per- 
mitted excess acres as wheat history. That is the very law that we 
passed last year. That is what has caused as much shift, I mean, in 
addition to the 15-acre minimum. 

Mr. Arserr. Mr. Hill. 

Mr. Hit. I had another question I wanted to ask, but I will begin 
right where we left off. 

You cannot depend on any of the figures, to look at that map. I 
mean, the figures that you have on appendix tables 3 is nothing, that 
to take a tough glance at it is something. 

Now following Mr. Albert, Colorado did the same thing. We were 
in violation according to that map. We are not. We came into pro- 
duction because of two things, not only the war and a request but 
because of big machinery. Do not forget that. Where one man 
today can take care—I am going to exaggerate purposely—from 500 
to 1,000 acres, and the only time he needs extra help, if he is smart, is 
when he hauls it to the elevator. Let’s do not forget that. 

Now some of these folks who have increased these acreages do not 
have that advantage. I notice your figures. I am going to call at- 
tention to this and then pass it. You cannot believe a word they say 
just to look at them. Look at Kansas, it only dropped 3.9 percent, but 
it dropped 429,000 acres by that little drop. 

And the State of Alabama. Alabama picked up 390.9 percent, but 
it had no acreage to begin with. Now you cannot trust the figures. 

So what your trouble is—if you will notice, Missouri dropped 400,- 
000 acres plus; Kansas dropped 429,000 plus; Illinois dropped 400,000 
plus; Indiana, 344,000 plus; that the State of Michigan comes along, 
which you do not consider at all a wheat State, and they increase 44 
percent, or 295,000 acres. So just forget the figures because those 
figures are—I am just reading your figures. It is a terrific table, but 
you cannot depend on it just the same. Colorado increased and Okla- 
homa increased. They did not increase for the same reason. We in- 
creased because of conditions that existed at that time, and they still 
maintain. We can lick the world on producing wheat, and you won't 
let us. I think every wheat farmer in Oklahoma has a just right 
to complain. Michigan has no business increasing their wheat almost 
300,000 acres. Now let that sink in your mind. 

Now what business has the State of Alabama to have the oppor- 
tunity to increase their’s four times? But it did not amount to any- 
thing, if you take it all out, because they started with 4,000 acres 
and wound up with 18,000. 

Mr. Jounson. Will the gentleman from Colorado yield? 

Mr. Hitz. Well, I will, and I went to get on to something else. 

Mr. Jounson. I just wanted to state, as long as you are going after 
the States that increased, you might give Wisconsin credit for going 
down in production. I am just wondering if Colorado did the same 
thing in cows, if they went down or went up. 
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Mr. Hi. We stayed even. We are 4 percent behind what we 
were. 

Now let’s go back to another thing. I do not agree with Mr. Bel- 
cher or Mr. Woolley. I want to make that plain. I do not agree for 
1 minute that there is a pound of surplus wikek: I am talking about 
flour wheat, food wheat. 

But I do agree there is plenty of misguided people handling the 
program of wheat. Wheat and cotton, in my personal opinion, do 
not fit in with any other crop production. There is not enough 
cloth in the world, that is number 1, cloth of the cheap cotton type. 
There are too many people hungry for wheat in the world. That 
is number 2. And we should not sit down at these tables and figure 
that we are going to put wheat and cotton along with corn, which 
is altogether different. 

Now I would like to see the Farm Bureau, the Grange, and the 
Farmers Union, all farm organizations, and this committee, see if 
we cannot work out a plan to get into a world movement for wheat 
for food—not animal food, and that would include Canada. 

Now you say we have reached the end of export wheat. I just 
think that is about the most foolish statement anyone could make. 
I am finding no fault. All your life you have heard of the im- 
portance of “bread. If these United States and Canada wish to 
convert the world to the Christian philosophy of living, there is one 
fundamental thing they could do and that is to give away surplus 
wheat to people, not governments. 

Now you just let this sink into your mind, and do not start argu- 
ing with me about it because your arguing fails when you consider 
the life which you live and the many blessings we have in abundance 
compared to the scarcity of food and fiber in other countries. 

Now I think cotton is almost parallel. Why don’t we spend our 
time here, in place of saying this is impossible, by saying to this our 
country, we should give or plan a program—now I do not mean give 
it to the Nation—do not forget, I never said that—but give it to the 
people. We have been giving it to nations and to industries in the 
Nation, assisting infl ation when we should have said some kind of a 
welfare organization should be prepared to give away our abundance 
in wheat. Now it won’t carry over to other products, but certainly 
we should never lose sight of wheat as basic food. 

Mr. Auer. I would like to hear you explain your program, and 
I wish you would introduce a bill covering it and we will have a 
hearing on it. 

Mr. Hirt. I have it lined up. 

Mr. Avsert. All right, sir. 

Mr. Hitz. And I hope the Farm Bureau will come along and say, 
“We need that type of a sales organization for wheat for food.” 

Mr. Auserr. Mr. Smith. 

Mr. Huw. “Give it away,” if you want to call it that. That suits 
me. 

Mr. Apert. We appreciate that kind of a contribution. 

Mr. Smith, do you have any questions? 

Mr. Smiru. I do. 

Mr. Asert. All right, s 
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Mr. Smrru. I want to say this: I have tried to feed people who 
have never eaten wheat before, and you cannot make people eat wheat 
until they have been educated to it and that takes a long period of 
time. 

Mr. Huw. That is right. 

Mr. Smiru. There are millions of people in the world who have 
never tasted wheat. 

Mr. Hit. It is time we taught them. 

Mr. Betcuer. Would you yield there for just one comment? We 
are not educating the people in the United States because every day 
we are eating less bread in this country. According to your theory 
we must be getting less Christian. 

Mr. Hit. It has nothing to do with it. You see how they can 
twist your arguments when you try to help people. 

Mr. Betcuer. You are all right until someone asks you a question. 

Mr. Avpert. Do you have any further questions? 

Mr. Smiru. Mr. Marshall, where is it you live? 

Mr. Marsuatt. I live at the present time in eastern Nebraska, but 
my wheat farm is 8 miles from the Colorado border, and the counties 
north of the Kansas line. 

Mr. Smiru. Over the last 10 years you have had a good market be- 
cause you have been able to produce high-protein wheat, haven’t you? 

Mr. Marsuaut. That is right, high-quality wheat. 

Mr. Smirn. And this eastern Nebraska wheat, when you say the 
quality is low, you mean by low quality that it is not good for human 
consumption, but it is equally as good as any other wheat for feed 
grain consumption ? 

Mr. MarsHauu. Oh, yes. It is lower in protein, it is not as high 
a quality bread wheat—western Nebraska, Colorado, western Kansas, 
and that area. 

Mr. Smrru. What does it cost you to produce a bushel of wheat in 
your area? 

Mr. Marswauu. How is that? 

Mr. Smrru. What is your average cost, year in and year out, to 
produce a bushel of wheat in your area? 

Mr. Marsuauu. This varies by different years, of course, but I am 
producing wheat for right at $1 a bushel—have for the last 3 years. 
That is the actual out-of-pocket cost. And I hire it cut, hire it 
planted, I hired everything. 

Mr. Smirx. What is the value of your land per acre in that area? 

Mr. Marsuauzt. About $125. 

Mr. Smiru. Now if Congress were to adopt a flexible parity form- 
ula, say 50 percent, that is what you would get for wheat, how many 
acres would we reduce wheat acreage in America by reducing parity 
to 50 percent? 

Mr. Marswauu. I do not know. 

Mr. Smiru. Your organization must have tried to project that, as 
to how many acres it would reduce. 

Mr. Woolley, can you tell me? 

Mr. Woo.ttery. All we have done, we have taken advantage of 
studies that have been made by people that have spent their lives 
studying wheat, and it is their considered opinion that if you would 
have a price-support level that would be more representative of the 
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cost of production of the areas of the country that can produce it at 
a cheaper level, that you would discourage the production in the other 
areas. 

Now Dr. Montgomery, who is the head of the Economics and So- 
ciology Department at the Kansas State University—I am sure you 
are acquainted with him—made a number of studies. We have taken 
advantage of the work he has done, and we have taken advantage 
of the work that Mrs. Farnsworth has done at Stanford University 
on Wheat, and others, such as people at Michigan State and other 
institutions throughout the country. 

Our recommendations are based on the premise that if the price 
support is lowered, that wheat will be produced in the areas where it 
can be produced the most efficiently and production will cease in other 
areas, 

Now as to a definitive study on our part as to just how much would 
go out of what State, we have not done it. 

Mr. Smiru. How much would acreage be cut in your area, Mr. 
Marshall, if they reduce it down to 50 pen penis of parity ? 

Mr. Marswaru. Eastern Nebraska 

Mr. Smrrn. No, Western Nebraska, the high plains area, the wheat- 
producing area 

Mr. Marsuau.t. Not very much of it in western Nebraska. In 
eastern Nebraska they will quit. 

Mr. Smiru. In other fet 9 your theory is that if we get this parity 
formula down to, say 50 percent, that the high plains area, the real 
high-protein wheat areas of the country that have been historic ally 
that way, they would get the benefit of it and you would drive out of 
the market phises so to speak, the eastern Nebraska, and from there 
to the Appalachain Mountains, the people who are now producing 
wheat. 

Mr. MarsuHa.u. It would provide an opportunity for the man who 
cannot produce anything but wheat to have a market for his product, 
where the alternate crops could take over in the other areas 

Mr. Samir. What about after 1960 throwing all farm progr ams 
out of the window, all parity price supports of every form and descrip- 
tion, what would that do to the wheat producer ‘of the high plains 
aren / 

Mr. Marsn anu. Well, if we have a billion and a half or two billion 
of wheat in the bins, what it would do to them under these cireum- 
stances would be entirely different than if we were able to dispose of 
this surplus prior to that time. And to say what it would do in 1960 
would be just purely an opinion because—— 

Mr. Smiru. That is, to serve notice now, beginning in 1960—we have 
3-crop years, and after 1960—— 

Mr. Marsuaui. Well, our recommendation here is to give the people 
an opportunity to vote on a lower price support and no acreage allot- 
ments, which is the type of thing you are talking about—if we take 2, 
3, or 5 years to get rid of the sur plus. 

Mr. Saarn. That is all, Mr. Chairman. 

Mr. Marsnwatyi. Mr. Chairman, I have not called on Mr. Mikkelson, 
I am wondering of Mr. Mikkelson might have anything to add. 

Mr. Krurcer. I might say to the committee, Mr. Chairman, Mr. 
Mikkelson is a very successful farmer in my State, and he knows what 
farming is from the bottom on up. I would like to hear from him. 
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Mr. Auzert. Do you have anything you would like to add, Mr. Mik- 
kelson ? 

Mr. Mrxxetson. I might say North Dakota is entirely in the high- 
quality producing area, and as a State, we have taken the biggest cuts. 
Now there are reasons for that. Some are our fault, some are not our 
fault. And the opinion of the Farm Bureau members in our State 
is that if this program continues we are just naturally going to be 
taken out of the wheat business. 

I would like to call to the committee’s attention, I believe it was in 
the years 1952 and 1953, that the production of hard red spring wheat— 
this was due, of course, to low yields—was insufficient in those years 
to meet the milling demand for that wheat, and there was a subsequent 
reduction in the surplus. Now our farmers feel that we cannot con- 
tinue along this basis because if we look at 1959, the acreage allot- 
ments that are coming in 1959, North Dakota stands to lose again over 
some 50,000 acres. 

Tronically—and this is not a quarrel between States, and I do not 
want anyone to infer that that is the case, because this is a national 

roblem; it is one we are all in together—but ironically, Mississippi 
in 1959 becomes a commercial wheat State and gets an increase in 
allotment of 13,000 acres. So that illustrates what we see ahead of 
us. 
We feel that the situation we are in now is something we have to 
back out of. The resolution which was adopted by the American 
Farm Bureau Federation, I do not credit that to North Dakota, it is 
just incidental that the resolution was what the North Dakota people 
brought down to the American, is practically identical with the state- 
ment that was agreed upon by all of the States. So we feel we have 
to back out of this thing. 

Now we know we are going to get hurt in backing out. It is impos- 
sible to go from the plane we are in to another level, through an adjust- 
ment period, without being hurt somewhat. And our thinking is to 
find a means, the easiest way of going out, and in giving this proposal 
of a referendum to the voters of a choice between strict controls with 
high supports—and your strict controls cut acreage, it puts in cross- 
compliance—and, of course, the elimination of this 15-acre allotment 
which has been cutting in on us. 

It is going to cut our income. We know that. It is going to, we 
hope, cut surpluses. 

Now that is the kind of a negative attitude, in that we are squeez- 
ing back, by a control program—and we don’t like controls. 

The other method of opening this up, taking out the allotments, 
giving a lower support, we know is also going to tend to affect our 
income. But that is a forward-looking thing where we hope to get 
an expansion of markets. 

We also hope and feel that there will be a curtailment in produc- 
tion in those areas that cannot produce the quality of wheat that will 
stand up, or where they cannot meet the price competition. 

In giving the producers these two choices, we want to give them 
the two choices because they have not had a real choice so far. Now 
they can take a choice between these two things, and possibly we 
can back out of this situation that we are in. 


Thank you. 
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Mr. Avsert. We thank you, and we thank all of you gentlemen. 
We have encroached a little on the time of the next witnesses, and we 
apologize to them. We will try to make it up to them as best we can, 
but we appreciate your contribution, and we appreciate all of you 
coming so far to give us the benefit of your judgment and your think- 
ing on this very important problem. 

Mr. Woottey. Mr. Chairman, we thank the subcommittee for hear- 
ing us and being so courteous. 

Mr. Marswauu. Thank you very much. 

Mr. Apert. Mr. Baker, will you come forward? You have an 
associate with you, too, don’t you ? 

Mr. Baxer. No, sir; I am alone today. 

Mr. Avsert. All right. All the committee members know John 
Baker. We appreciate your coming up here, Mr. Baker, and the 
committee will be glad to hear from you at this time. If we do not 
finish today, we will finish some other time. 


STATEMENT OF JOHN A. BAKER, NATIONAL FARMERS UNION 


Mr. Baxer. Mr. Chairman, for the record, I am J. A. Baker, di- 
rector of legislative services, National Farmers Union. 

It is always a privilege to appear before the House Agricultural 
Committee, subcommittee, Mr. Chairman, and we are glad to be here 
this morning. Our statement is primarily directed to the 12 or so 
bills on which the hearing was called. 

Enactment of any of the bills on which this hearing has been called 
would be an improvement over the existing 1958 wheat program and 
the existing program is preferable to a 60 percent of parity price floor. 
We believe the floor level of income protection accorded to wheat and 
other commodities should be established by Congress, or by farmers, 
within limits established by Congress. 

Several of the bills relate to 1958 only. They would raise the sup- 
port level for wheat from $1.78 to $2 per bushel. This provision was, 
of course, incorporated in Senate Joint Resolution 162 which has 
passed Congress, been vetoed, and is now awaiting Senate hearings 
on the question of overriding the veto. We favored passage of the 
hold-the-line farm price bill; we urged the President to approve it. 
We are urging that the veto be overridden by Congress. 

Another of the bills provides for full parity price supports on the 
first 3,500 bushels of wheat of each producer. Enactment of this pro- 
vision would, of course, be an improvement over the existing program. 
We concur that the first 3,500 bushels of each producer should be 
eligible for support at full parity, but so should the entire sales of 
each producer up to the maximum production of a family farm. This 
bill, if enacted, would to be sure, be a short step in the right direction. 
However, the bill does not contain the supplementary provisions and 
other amendments to existing law that we think are necessary to sus- 
tain and operate a full parity program for wheat. 

These include: Revision of the parity price formulas to reflect the 
parity income goal of farmers; marketing quota program should be 
changed to a bushelage basis; the total supply should be divided 
into two parts—(1) a domestic market supply adjustment and pro- 
ration procedure, and (2) an export marketing quota to be handled 
separately from the domestic program, through combination of an 
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extended and improved International Wheat Agreement, an inter- 

national food reserve bank, extension and expansion of Public Law 
480, and continuation of export subsidies, as required in the national 
interest. 

The wheat provisions of another of the bills before you were designed 
as an emergency solution for wheat producers’ income problems in the 
context of the situation prevailing in early 1957. We supported them 
as such. But the wheat provisions of the bill do not constitute a 
desirable long-term program for wheat 

Others of the bills under your Sadist in this series of hear- 
ings provide for a referendum of wheat producers to determine 
whether to continue in operation the existing laws governing the wheat 
program or to adopt a new domestic parity program prov ‘ided in the 
proposed legislation. 

The substitute proposal provides for shifting from acreage allot- 
ments as a basis for marketing quotas to bushelage quotas. “We a 
prove this idea. The substitute proposal divides the full supply of 
United States wheat into two parts: A domestic allotment and an 
export allotment. This we approve. We would like to see both of 
these ideas incorporated in the long-range wheat program. 

We find ourselves in substantial agreement with the domestic food 
use provisions of the substitute proposal. 

The substitute proposal makes use of market supply adjustment and 
proration to implement the income protection provided for domestic 
marketing quota. This is similar to the existing program. We ap- 
prove continuation of this method. 

The protection level provisions of the substitute proposal are 
markedly superior to the minimum mandatory floor levels of existing 
law as regar¢ a the domestic portion of the supply. 

The proposed substitute would establish the floor level of income 
protection for domestic food use wheat at the parity price ($2.38 as 
currently calculated) compared with the 75 percent of parity price 
floor of the existing program ($1.78 as currently calculated under 
existing supply situation). 

Both programs are, of course, preferable to a 60 percent of parity 
price floor of $1.49. 

We should, of course, prefer that the existing parity price formulas 
be amended to provide a program goal that would more truly reflect 
a parity farm i income equivalent price or a fair share of the national 
income for farmers. 

With this amendment, we support the domestic provisions of the 
bill and urge their enactment as a major part of wheat legislation. 
In the proposed alternative the parity price, however vale ulated, 
would be the effective income protection level for : approximately 5 550 
to 600 million bushels of wheat consumed domestically. 

Any additional wheat sold would, under the bill before you, have 
an income protection floor of not less than the feed value of wheat 
relative to the floor price protection then in effect for the feed grains. 
This might vary from $1.05 per bushel to $1.60, depending upon legis- 
lative and administrative decisions not yet made and farmer referen- 
dums not yet held. We would prefer that legislation covering wheat 
exports place a protection floor to farmers returns at not less than 
the domestic price. 
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This could be implemented by export incentives in the form either 
of payments to exporters as is now done or of parity income deficiency 
payments directly to farmers on sales for export. Such a program 
should be operated under and in connection with expanded and ex- 
tended International Wheat Agreement and Public Law 480 sales for 
local currency. Frankly, we do not feel that our Federal Govern- 
ment should ask farmers to produce wheat for export for which the 
Government is unwilling to protect returns to farmers at the parity 
income level by any one or a combination of the programs just listed. 

Lacking provisions of this type for wheat exports we urge that the 
bill before you be amended so that its provisions apply severally to 
the various types of wheat so that a domestic allotment and an export 
allotment would be determined separately for each type and each type 
of wheat would have its own referendum. 

We support the referendum provision of the bill which would leave 
to wheat producers the final choice between the existing program and 
the new proposal. 

If the new proposal is applied to all wheat combined or to each 
type severally, we strongly support the provision which directs that 
the domestic allotment for any crop be proclaimed prior to planting 
time. The provision in the bill before you calls for the domestic 
allotment proclamation to be made in May ‘of the calendar year before 
the calendar year in which the marketing year begins. 

This would be satisfactory. For example, in May 1959, before 
planting wheat in the fall of 1959, each producer of wheat for 1960 
harvest and sale would know the number of bushels in his domestic 
allotment. 

This provision is of considerable significance because it would 
enable the individual producer, within limits, to determine his own 
blended average wheat income protection level. The effect of this 
provision is indicated in the table below comparing the blended aver- 
age protection level from different planting plans of an individual 
producer with the support levels available under existing program 
~ a 60 percent of parity price program. This is the approximate 

‘alculation for an average producer whose production from his share 
of the existing 55- million-acre minimum national allotment is 10,000 
bushels. 


His dollars-per-bushel protection floor would be— 


| 


Domestic parity plan | 
If the producer planned to ad = tt center | 


produce and sell Blended | Existing |60 percent 
| Domestic Exports average | law, 75 of parity 
: 4 price {percent of} floor 
parity 

Sales Parity Sales Price ! 

price 
10,000 bushels | 6, 000 $2. 38 4, 000 1. 51 $2. 03 $1.78 | $1. 43 
9,000 bushels 6, 000 2. 38 3, 000 1.51 09 78 | 1.43 
8,000 bushels 6, OO 2. 38 2, 000 1. 51 2. 16 1.78 1. 43 
7,000 bushels 6, 000 2. 38 1, 000 1. 51 2. 26 1. 78 1.43 
6,000 bushels 6, 00K 2. 38 0 2. 38 1.78 | 1. 43 


The table indicates, Mr. Chairman, that with this provision for 
each producer individually, personally knowing what his domestic 
allotment will be prior to planting time, he can then vary his planting 
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plans to fit whatever combined blended average support level he wants 
within the limits, upper and lower limits of the program. 

If that producer planned to produce and sell 10,000 bushels under 
the domestic parity plan, he would have, if he were typical and aver- 
age, a domestic allotment of 6,000 bushels for which he would get the 
parity price of $2.38. Then he would have 4,000 bushels for his 
export, what amounts to an export allotment, which he would sell at, 
it says in footnote 1: 

1. Approximate floor price per bushel for non-domestic-food allotment based 
on feed grains bill now under consideration in Livestock and Feed Grains Sub- 
eommittee. Depending upon farmer referendums and legislative decisions not 
yet made this price could be as low as $1.05— 
which I think is the general estimate of what the free market price of 
corn would be without a program at all— 


the probable long-term equilibrium free market price. 


If he did actually then receive the parity price, $2.38 for 6,000 
bushels, and $1.51 for 4,000 bushels, his blended average price would 
be $2.03. That would compare with $1.78, which is the floor in exist- 
ing law, or $1.43, which is the 60 percent floor that has been 
recommended. 

If he chose to produce and sell 9,000 bushels, he would still have 
his 6,000-bushel domestic allotment, or would sell 3,000 in his export 
feed allotment, and get a blended average price of $2.09. And each 
time that he cut down on the total that he planned to produce and sell, 
he would raise his blended average—effective blended average support 
price—for all of the wheat that he produced and sold progressively as 
he cut down toward his domestic allotment. 

So if he produced and sold only his domestic allotment of 6,000 
bushels he would qualify for the full parity price on all 6,000 bushels. 

Two features of the proposed substitute are apparent from this 
tabulation : 

The degree of blended average income protection provided for 
wheat producers is in part dependent upon the level of protection 
provided under law for the feed grains; and the reason for that is 
very apparent: that what you receive for the nondomestic allotment 
part of your total production and sales has an important bearing on 
what your blended average support price is under the proposal. We 
feel, as I know all of you do on the House Agriculture Committee, 
that wheat legislation and meat proposals must be considered 
together. 

2. If the preplanting time proclamation is preserved, each individ- 
ual producer can vary his own income protection level by varying the 
amount of wheat he sells above his domestic allotment. 

We have recommended two major amendments—amendments to 
this last series, the proposed subsidy for existing program: 

(a) That the export allotment be protected at the same level as 
the domestic allotment by means of export incentive payments under 
Public Law 480, the Commodity Credit Corporation Charter Act, 
the International Wheat Agreement, or as parity income deficiency 
payments direct to farmers, and that the parity price as now calcu- 
lated be amended to merely reflect a parity income level for farmers. 

If these amendments cannot be addptet we shall not oppose the 
bill, but instead will support it, leaving the choice between existing 
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law and the proposed substitute to wheat producers in the referendum 
provided by the bill, to be determined by them in light of existing 
circumstances and available alternatives at the time of the referen- 
dum. I might say parenthetically, you almost have to say that be- 
cause there 1s no way to predict at this time what the then existing 
circumstances and available alternatives will be in such a referendum. 

For many wheat producers, the proposed substitute would be more 
favorable than the minimum mandatory program under existing law. 
For others who have relatively high costs of production per bushel 
or limited alternative land uses or both, the proposed substitute might 
not be as attractive as in the provisions of existing law. And very 
definitely the dollars and cents substance of the proposed substitute 
is completely dependent upon the level of income protection accorded 
simultaneously for corn and other feed grains. 

Mr. Auserr. We thank you for that statement, Mr. Baker. It is 
a real contribution to the problem. 

Do members of the committee have any questions ? 

Mr. Warts. I would like to qualify one thing. I arived here late, 
Mr. Chairman. 

Do you mean that on all of the wheat that is raised, it should bear 
the same level of support even at export ? 

Mr. Baxer. That is the implication of our recommendation, Mr. 
Watts. But we see the necessity for dividing the total supply i in two 
parts, the domestic marketing quota, the income protec tion for which 
would be carried out without cost to the Federal Treasury by market 
supply adjustment and pro ratio techniques and maintained at its 
whatever agreed upon support level by such methods, leaving the-——— 

Mr. Warts. You do not necessarily mean then that the domestic 
for food consumption portion of the allotment would be supported 
at 100-percent parity ? 

Mr. Baxer. It would be supported at whatever the agreed-upon 
level would be. We would recommend that it be full income parity 
level support; yes, sir. 

Mr. Warrs. And you recommend the same figures for the export 
wheat ? 

Mr. Baker. Now, on export wheat, Mr. Chairman, we feel that we 
should not be exporting new wheat except to the extent that the 
Nation as a whole, in line with what Mr. Hill said a moment ago, 
feels that it is important to export that wheat and we would join w ith 
Mr. Hill, as we have the last 5 years, to do everything that is humanly 
possible to expand and de velop new ways to do it. “We would hope, 
through, that the net level of income protection available to farmers 
on ex port would be fully as high as that available on the domestic. 

Mr. Warts. That is all. 

Mr. Hiwz. John, on your table on page 4, if the farmer sold all his 
10,000 bushels of wheat at i00 percent of parity at $2.38—I do not mean 
that. If he sold his 10,000 bushels of wheat at $1.78, the present law, 
or if he sold 6,000 bushels at $2.38, which way would he have the most 
money ? 

Mr. Baxer. According to what he could use the land for that he did 
not use for production of wheat. 

Mr. Huw. But if he actually sold it, I figure out that he would have 
20 percent more money if he sold all his wheat and took the lower 
price. 
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Mr. Baker. That is assuming that the land he did not use to pro 
duce wheat would not have any income at all? He would certainly 
use it for something. 

Mr. Hitz. Well, you are not going to let him do that, are you’ He 
cannot use it. If he puts it in conservation, he cannot use it. 

I just figured it up here, that if he sold 10,000 bushels of wheat. at 
$1.78 he would have an income of around $17 800, and if he sold 6,000 
bushels and go the full parity price at $2.38, he would only have 
$14,300, which means he would be $3,500 short in accepting the high 
price. I know that it has been working that way in Colorado, 

Mr. Baker. This would be the gross income from w faa sales only. 

Mr. Hitu. That is right. 

Mr. Baxer. But not the gross income from the land involved, or his 
capital equipment. 

Mr. Hinz. We are taking bushels, like you said, wherever he got 
the bushels. 

Mr. Baker. So you would have the alternative of the ACP program, 
you would have the alternative of conservation reserve, you would 
have the alternative of other livestock commodities and crops for the 
use of that land, his family labor and his capital equipment. 

I would like to add right at that point, Mr. Hill, I think the mem- 
bers of the committee agree fully, we are all] interested in maintaining 
an income-protection program of some kind, and I think we also know 
that we cannot continue to operate a program forever that is going 
to be building up the commodities and Government ownership, or that 
is yoing to cause anything like the huge expenditures out of the Fed- 
eral Treasury for this year, the ones that were racked up as a book- 
keeping matter against the farm programs this year. It means that 
my assumption here 55 million acres is probably not a realistic assump- 
tion, year in and year out, for the next 10 years, even under the present 
program if the floor price is left at 75 percent parity. That is why 
we say that the domestic part of the supply ought to be operated with 
a very strict market senate and pro ratio program, and then we ouglit 
to work with Members of Congress to get the best deal we can on 
exports. 

Mr. Atzert. Any other questions ¢ 

Mr. Baker, would an amendment to the domestic parity plan bills 
that have been introduced, providing that any farmer whose domestic 
food quota was translated into terms of acreage, and who did not 
plant any more acres than that, would have his entire base preserved, 
accomplish substantially what you are trying to do? 

Mr. Baker. If I follow your suggestion ; yes, sir. 

Mr. Atsert. Under the plan, what we have is a domestic food quota 
which the farmer gets, and for which he gets a certificate that has a 
certain value based on normal yields and the estimated parity price at 
the marketing season, which gives him approximately 100 percent of 
parity on his normal production. 

Mr. Baker. That is right. 

Mr. Aupert, All right, from then on there is a free market operat- 
ing, subject to pr ice support being invoked if the situation requires it. 

Mr. Baxer. That is right. 

Mr. Axpsert. All right. If you gave the farmer his domestic farm 
quota, and translated it into acreage, it would be something less than 
his acreage allotment, say 50 percent probably of his acreage allot- 
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ment because 50 percent would be the approximate amount that goes 
into human food in the continental United States. If we had a ae 
vision in the law that any producer who desired to do so could plant 
only his domestic food quota, or the acreage equivalent thereof and 
would then be permitted to preserve his entire allotment and entire 
wheat base, as though he had planted his entire allotment ? 

Mr. Baker. That certainly should be in there. I mean, if I get 
this last point, that certainly should be in the legislation, just as a 
similar provision is in the conservation. 

Mr. Apert. Say a man had a 120 base, a 100-acre allotment, and a 
food quota that could be raised normally on 50 acres. He could plant 
50 acres and preserve both his history for allotment and base purposes 
in the future ? 

Mr. Baker. That certainly should be in there. 

Mr. Axsert. I think that is a good suggestion, and it would help 
bring down the volume of wheat if farmers took advantage of the 
provision. 

Mr. Baker. Indeed it would. 

Mr. Apert. It would not hurt anything as I see it offhand. I 
would like to go into that further. 

Mr. Baker. And the proponents of the plan do not believe that 
any time in the near future, at least as long as we’ve got billion bushels 
on hand, that it will be possible to operate the domestic parity pro- 
posal without having in addition to the domestic allotment, a total 
national acreage allotment for wheat covering both domestic and 
export. 

Mr. Auserr. Right, there is no question about that. 

Mr. Baker. For as long as there is possible need for such a pro- 
gram. This is provided in our bill. 

Mr. Avperr. Right. 

Mr. Baker. The added provision that you are suggesting certainly 
should not have any objection—on anyone’s part. 

Mr. Auserr. All it could do possibly would be to encourage a lesser 
production of wheat. 

Mr. Baxer. Indeed it would. It would relieve them of the fear of 
losing some of their historic base. 

Mr. Atsert. Would you be in favor of an amendment to the con- 
servation reserve program which would make that more attractive 
and give the farmers credit for going into the conservation reserve, if 
they desire to do so, on part of their allotment? 

Mr. Baker. Yes, sir, we have repeatedly so recommended, as you 
know. 

Mr. Auserr. That is right. I just wanted to get the record here 
straight on this. 

Now as I indicated to previous witnesses, we are not operating in 
a vacuum. Anyone who has ever tried to put a bill through Con- 
gress finds that out pretty quickly. He cannot have all that he wants. 
You cannot always have what you are sure is exactly the thing that 
the country should have. But, don’t you believe that this domestic 
parity plan offers a better way of getting wheat into the areas where 
wheat should be produced, not abruptly, but over a long period of 
time, without hurting too many people too drastically, than either 
the present program or a program that drastically reduces price sup- 
ports quickly ? 
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Mr. Baxer. Certainly the domestic parity proposal—I do not think 
there is any question in my mind that the domestic parity proposal 
is vastly superior to a 60 percent of parity floor or no floor at all. 
The comparison relative to the existing law is so close that it is, in 
a dollar and cents way, determined by what the existing circumstances 
are at the time you are making the evaluation—dependent on what 
kind of program is available for corn and grain sorghum, what the 
animal unit number situation is, what the export situation is, whether 
we do or do not have a Public Law 480 in operation. The choice, in 
other words, between these two alternatives is so close that supple- 
mentary considerations determine which would be the best way to go. 

Mr. Avsert. Under the provision now being discussed if a farmer 

rants to reduce sufficiently he can get 100 percent of parity. This 
is consistent with the philosophy under w hich we have long operated 
our system of high-support prices, namely, the unwillingness of the 
producer to reduce his production. 

Mr. Baker. Mr. Chairman, let it continue to be so. 

Mr. Axpert. And now one other question has been raised—and 
that is that it is unfair to charge a wheat program, price supports, 
to consumers, and that the effect of the domestic parity plan is to 
make the consumer of bread and other wheat foods in the United 
States pay the entire cost of supporting prices to the feeders and to 
the exporters. What do you think of that? 

Mr. Baxer. Several things, Mr. Chairman. In the first place, this 
unfortunate use by some—the witness yesterday, among others—of 
characterizing the certificate plan, which we do not nec essarily sup- 
port, as the only mechanism that would make this operate, but to 
characterize the ‘certifics ate plan as a bread tax is a very unfortunate 
use of words in my opinion. 

In the second place, this proposal, as far as the domestic food wheat 
is concerned, is no different economically than the way we have 
operated the wheat program for 24 or 25 years. No one has ever 
seriously proposed that the domestic wheat program be operated any 
other way than protecting the farmers’ return or the support price 
for wheat by means of market supply control or adjustment, which 
means that the processor pays a price for the wheat, and it goes 
through the sahenaiie channel. ‘To what extent the price of wheat 
has anything at all to do with the price of bread, which there have 
been some doubts thrown on in recent developments where when wheat 
falls in price the price of bread has gone up. And I do not want to 
necessarily get engaged in that ar gument, that it will always be so, but 
it seems there was a series of years when the price of wheat fell 4 or 5 
times and the price of bread within 2 months would go up each time- 
as the bushel price of wheat went down. 

More important, in terms of national consideration of this, Mr. 
Chairman, when Congress originally adopted, and several times has 
amended by raising the minimum wage, which we approved, we think 
it should be higher than it is now as a matter of fact. We have not 
worried that that increased minimum wage did not come out of the 
retail price paid by the consumer for the products produced with 
labor being paid the minimum wage instead of some lower wage. We 
have supported and continue to support laws of Congress protec ting 
collective bargaining, organization of labor unions, ‘and the protec- 
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tion of their institutional requirements for engaging in effective col- 
lective bargaining. And whatever wages through effective collective 
bargaining they are able to obtain, those wages are paid in the price of 
the automobiles, the price of a ton of steel. This we think is correct. 

Mr. Axvserr. In other words, you do not think that the consumer 
has any right to expect a man to work for less than a living wage, or 
grow wheat for less than a living wage ? 

Mr. Baxer. Mr. Chairman, my feeling is that a huge majority of 
the American consumers fully understand this point we are discussing 
and are very much of the attitude you just expressed. Most of the 
consumers are not worried. They are more concerned with falling 
incomes—let me put it that way—and they understand better that 
things need to be done to keep incomes from falling, the farmers them- 
selves, and everyone else, than they are concerned with maintaining 
stabilized prices for basic raw materials. 

Mr. Arserr. Any other questions ? 

Mr. Baker, we certainly appreciate your statement and we are happy 
that we have been able to conclude it without < carrying over. You 
have made a fine contribution to the committee. 

Mr. Baxer. Thank you for your consideration, Mr. Chairman. 

Mr. Apert. I have here a copy of a statement in support of H. R. 
10193 by our colleague Mr. Anderson of Montana. Without objection 
this statement will be inserted at this point in the record. 

(The statement referred to follows:) 


STATEMENT OF HoN. LEROY ANDERSON, A REPRESENTATIVE IN CONGRESS FROM THE 
SECOND DISTRICT OF THE STATE OF MONTANA 


Mr. Chairman, members of the committee, as the representative of 1 of the 2 
congressional districts having the largest wheat production in the Nation, I 
appear today in behalf of my H. R. 10193, a measure to retain the support price 
at $2 per bushel for the 1958 crop of wheat, the same level as that prevailing 
in 1957. 

I also appear as a wheatgrower, myself, who has had a lifetime of activity in 
the growing and marketing of wheat. I know from first-hand knowledge the 
various ramifications involved in farm economics. 

This legislation is identical to that introduced by my Montana colleagues in 
Cougress, Senators James E. Murray and Mike Mansfield, and Representative 
Lee Metcalf. They wish to associate themselves with me in support of this 
legislation. 

Gentlemen, this is critical legislation for Montana, as well as to all wheat- 
producing areas of the United States. In Montana alone, our economy already 
is in a state of depression. For months we had the dubious distinction of hold- 
ing the Nation’s No. 1 position in percentage of unemployed. 

Since Mr. Benson became Secretary, the annual national farm income has 
ranged from about $2 billion to about $5 billion less than what it was in 1952. 
This has led the way into our nationwide recession. The reduction of 22 cents 
a bushel which Mr. Benson has announced in the 1958 wheat support level will 
hit farmers another low blow, strike another rabbit punch at farm purchasing 
power and contribute further to the depressed condition of the national economy. 
I estimate that wheat farmers, in my district alone, will lose more than $20 mil- 
lion this year unless my H. R. 10193, or similar legislation, is enacted into law. 

Gentlemen, I strongly urge your favorable consideration of this legislation so 
vital to our agricultural economy. 


Mr. Axper. If there is nothing further the committee stands ad- 
journed until 10 o’clock tomorrow morning. 

(Whereupon at 12 o’clock noon, the committee recessed to meet at 
10a. m., Thursday, April 24, 1958.) 
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ACREAGE ALLOTMENTS—PRICE SUPPORT—IMPROVED 
FARM PROGRAM 


THURSDAY, APRIL 24, 1958 


House oF REPRESENTATIVES, 
CoMMopDiTy SUBCOMMITTEE ON WHEAT 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:05 a. m., in room 
1310, New House Office Building, Hon. Car] Albert (chairman of the 
subcommittee) presiding. 

Present: Representatives Albert, Watts, Smith, Krueger and 
Dague. 

Also present : Mabel C. Downey, clerk. 

Mr. Apert (presiding). The committee will come to order. 

I should like the record to show that I introduced a bill pecterany 
H. R. 12112, to amend the Agricultural Adjustment Act of 1938, as 
amended, to establish a domestic parity plan for wheat, and I would 
like to have the committee consider this bill along with other bills now 
under consideration. 

(The bill referred to, H. R. 12112, is as follows :) 


{H. R. 12112, 85th Cong., 2d sess. ] 


A BILL To amend the Agricultural Adjustment Act of 1938, as amended, to establish a 
domestic parity plan for wheat 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title III of the Agricultural Adjustment 
Act of 1938, as amended, is amended (1) by designating subtitles D and E as sub- 
titles E and F, respectively, and (2) by inserting after subtitle C as a new sub- 
title D as follows: 


“SUBTITLE D—DOMESTIC PARITY PLAN FOR WHEAT 
“LEGISLATIVE FINDINGS 


“Sec. 379a. Wheat, in addition to being a basic food, is one of the great export 
crops of American agriculture and its production for domestic consumption and 
for export is essential to the maintenance of a sound national economy and to the 
general welfare. The movement of wheat from producer to consumer, in the 
form of the commodity or any of the products thereof, is preponderantly in inter- 
state and foreign commerce. That Small percentage of wheat which is produced 
and consumed within the confines of any State is normally commingled with, and 
always bears a close and intimate commercial and competitive relationship to, 
that quantity of such commodity which moves in interstate and foreign com- 
merce. For this reason, any regulation of intrastate commerce in wheat is a 
regulation of commerce which is in competition with, or which otherwise affects, 
obstructs, or burdens interstate commerce in that commodity. In order to pro- 
vide an adequate and balanced flow of wheat in interstate and foreign commerce 
and thereby assist farmers in obtaining parity of income by marketing wheat for 
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domestic consumption at parity prices and by increased exports at world prices, 
and to assure consumers an adequate and steady supply of wheat at fair prices, 
it is necessary to regulate all commerce in wheat in the manner provided under 
the marketing certificate plan set forth in this subtitle. 


“DOMESTIC FOOD QUOTA 


“Sec. 379b. Not later than May 15 of each calendar year the Secretary shall 
determine and proclaim the domestic food quota for wheat for the marketing year 
beginning in the next calendar year. Such domestic food quota shall be that 
number of bushels of wheat which the Secretary determines will be consumed 
as human food in the continental United States during such marketing year. 


“APPORTIONMENT OF DOMESTIC FOOD QUOTA 


“Sec. 379¢c. (a) The domestic food quota for wheat, less a reserve of not to 
exceed 1 per centum thereof for apportionment as provided in this subsection, 
shall be apportioned by the Secretary among the several States on the basis of 
the State acreage allotment of wheat for the year for which the domestic food 
quota is determined multiplied by the average yield per acre of wheat for the 
State during such ten-year period, adjusted for abnormal weather conditions and 
for trends in yields. The reserve quota set aside herein for apportionment by the 
Secretary shall be used to establish quotas for counties, in addition to the 
county quotas established under subsection (b) of this section, on the basis of the 
relative needs of counties for additional quota because of reclamation and other 
new areas coming into the production of wheat during the five calendar years 
immediately preceding the calendar year in which the quota is proclaimed. 

“(b) The State domestic food quota for wheat, less a reserve of not to exceed 
3 percentum thereof for apportionment as provided in subsection (c), shall be 
apportioned by the Secretary among the counties in the State on the basis of the 
county acreage allotment of wheat for the year for which such State quota is 
determined multiplied by the normal yield of wheat for the county for such year. 

“(ce) The county domestic food quota for wheat shall be apportioned by the 
Secretary, through the local committees, among the farms within the county on 
which wheat has been seeded for the production of wheat during any one or more 
of the three calendar years immediately preceding the calendar year in which 
the marketing year for which the quota is proclaimed begins, on the basis of the 
farm acreage allotment for the year for which the quota is proclaimed multiplied 
by the farm normal yield of wheat for such year. The reserve provided under 
Subsection (b) shall be apportioned to farms for which new wheat acreage 
allotments are determined under the second sentence of section 334 (c) of this 
Act, as amended, on the basis of the farm acreage allotment for such year multi- 
plied by the farm normal yield of wheat for such year. 


“MARKETING CERTIFICATES 


“Sec. 379d. (a) Beginning with the first crop of wheat for which a marketing 
certificate program is placed in effect under section 379j, the Secretary shall 
prepare for issuance in each county marketing certificates aggregating the 
amount of the county domestic food quota. Such certificates shall be issued to 
cooperators in an amount equal to the domestic food quota established for the 
farm pursuant to the applicable provisions of section 379c of this Act. The 
marketing certificates for a farm shall be issued to the farm operator, but the 
Secretary may authorize the issuance of marketing certificates to individual 
producers on any farm on the basis of their respective shares in the wheat crop, 
or the proceeds thereof, produced on the farm. The Secretary shall also issue 
and sell marketing certificates to processors and importers in such quantities as 
are required by them in order to meet the requirements of subsections (a) and 
(b) of section 379e. Marketing certificates shall be transferable only in accord- 
ance with regulations issued by the Secretary. 

“(b) Whenever a domestic food quota is proclaimed for any marketing 
year pursuant to section 379b of this Act, the Secretary shall determine and 
proclaim for such marketing year (1) the estimated parity price, (2) the 
estimated farm price for wheat, and (3) the value per bushel of the marketing 
certificate. The value of the marketing certificate shall be equal to the amount 
by which the estimated parity price exceeds the estimated farm price as de- 
termined herein. The value of each marketing certificate shall be computed 
to the nearest cent by multiplying the value per bushel by the number of bushels 
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thereof. Except as otherwise provided herein, the value of the certificate so 
determined shall remain constant and shall remain in effect throughout the 
marketing year for which it is issued. The proclamation required by this 
subsection shall be made during the month of May immediately preceding the 
marketing year for which such domestic food quota is proclaimed. 

“(c) The Secretary is authorized and directed through the Commodity 
Credit Corporation to buy and sell marketing certificates issued for any mar- 
keting year at the value proclaimed pursuant to subsection (b) of this section. 
For the purpose of facilitating the purchase and sale of certificates, the Secre- 
tary may establish and operate a pool or pools and he may also authorize 
public and private agencies to act as his agents, either directly or through the 
pool or pools. Certificates shall be valid to cover sales and importations of 
products made during the marketing year with respect to which they are 
issued and after being once used to cover such sales and importations shall be 
eanceled by the Secretary. Any unused certificates shall be redeemed by the 
Secretary at the price established for such certificates. 


“MARKETING RESTRICTIONS 


“Sec. 379e. (a) Beginning with the first day of the marketing year in which 
the first crop of wheat for which a marketing certificate program is placed in 
effect under section 379j would normally be marketed, and except as provided in 
subsection (d) hereof, all persons engaged in the processing of wheat into 
food products composed wholly or partly of wheat are hereby prohibited from 
marketing any such product for domestic food consumption or export contain- 
ing wheat in excess of the quantity for which marketing certificates issued 
pursuant to section 879d of this Act have been acquired by such person. The 
quantity of such marketing certificates acquired shall be equivalent to the 
number of bushels of wheat processed into food products. 

“(b) Beginning with the first day of the marketing year in which the first 
crop of wheat for which a marketing certificate program is placed in effect 
under section 3879j would normally be marketed and except as provided in 
subsection (d) hereof, all persons are hereby prohibited from importing or 
bringing into the continental United States any food products containing wheat 
in excess of the quantity for which marketing certificates issued pursuant to 
section 379d of this Act have been acquired by such person. 

“(c) Upon the exportation from the continental United States of any food 
product containing wheat, with respect to which marketing certificates as 
required herein have been acquired, the Secretary shall pay to the exporter 
an amount equal to the value of the certificates for the quantity of wheat 
so exported in the food product. For the purposes of this subsection, the con- 
signor named in the bill of lading, under which the article is exported, shall 
be considered the exporter: Provided, however, That any other person may be 
considered to be the exporter if the consignor named in the bill of lading waives 
claim in favor of such other person. 

“(d) Upon the giving of a bond satisfactory to the Secretary under such 
rules and regulations as he shall prescribe to secure the purchase of and 
payment for such marketing certificates as may be required, any person re- 
quired to have a marketing certificate in order to market or import a food prod- 
uct composed wholly or partly of wheat may market or import any such 
commodity without having first acquired a marketing certificate. 

“(e) As used in this section, (1) the term ‘marketing’ means the sale and 
the delivery of the food product composed wholly or partly of wheat, and (2) 
the term ‘food’ means human food. 


“CONVERSION FACTORS 


“Sec. 379f. The Secretary shall ascertain and establish conversion factors 
showing the amount of wheat contained in food products processed wholly or 
partly from wheat. The conversion factor for any such product shall be de- 
termined upon the basis of the weight of wheat used in the processing of such 
product. 

“CIVIL PENALTIES 


“Seo. 379g. Any person who violates or attempts to violate, or who participates 
or aids in the violation of, any of the provisions of subsection (a) or (b) of sec- 
tion 379e of this Act shall forfeit to the United States a sum equal to three times 
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the market value, at the time of the commission of such act, of the product in- 
volved in such violation. Such forfeiture shall be recoverable in a civil suit 
brought in the name of the United States. 


“ADJUSTMENTS IN DOMESTIC FOOD QUOTAS 


“Sec. 879h. If the Secretary has reason to believe that because of a national 
emergency or because of a material increase in demand for wheat, the domestic 
food quota for wheat should be increased or suspended, he shall cause an imme- 
diate investigation to be made to determine whether the increase or suspension 
is necessary in order to meet such emergency or increase in the demand for 
wheat. If, on the basis of such investigation, the Secretary finds that such 
increase or suspension is necessary, he shall immediately proclaim such finding 
(and if he finds an increase is necessary, the amount of the increase found by 
him to be necessary) and thereupon such quotas shall be increased or shall be 
suspended, as the case may be. In case any domestic food quota for wheat is 
increased under this section, each farm quota for wheat shall be increased in the 
same ratio and marketing certificates shall be issued therefor in accordance 
with section 379d of this Act. In case any domestic food quota for wheat is 
suspended under this section, the Secretary may redetermine the value of 
marketing certificates issued pursuant to section 379d of this Act. 


“REPORTS AND RECORDS 


“Sec. 379i. (a) The provisions of section 3738 (a) of this Act shall apply to 
all persons, except wheat producers, who are subject to the provisions of this 
subtitle, except that any such person failing to make any report or keep any 
record as required by this section or making any false report or record shall 
be deemed guilty of a misdemeanor and upon conviction thereof shall be subject 
to a fine of not more than $2,000 for each such violation. 

“(b) The provisions of section 373 (b) of the Act shall apply to all wheat 
farmers who are subject to the provisions of this subtitle. 


“REFERENDUM 


“Sec. 379j. In any referendum held pursuant to section 336 of this Act on 
the national marketing quota proclaimed for any crop of wheat, the Secretary 
shall also submit on separate ballots the question whether farmers favor 4 
marketing certificate program under this subtitle in lieu of marketing quotas 
under subtitle B. If more than two-thirds of the farmers voting in the referen- 
dum favor such marketing certificate program, the Secretary shall prior to the 
effective date of the national marketing quota proclaimed under subtitle B, sus- 
pend the operation of such quota and place into effect a marketing certificate 
program for that crop and subsequent wheat crops under the provisions of this 
subtitle, in which event marketing quotas and the provisions of title II of this 
Act relating thereto, except as otherwise provided in this section, shall not 
thereafter be in effect for wheat: Provided, That, whenever a marketing certifi- 
cate program is in effect, the wheat marketing quota provisions and penalties 
shall remain in effect with respect to prior crops of wheat in the same manner 
as if marketing quotas were in effect for the current crop of wheat, and the 
Secretary may, by regulation, prescribe the method for collecting penalties on 
any such wheat, 

“PRICE SUPPORT 


“Sec. 379k. Notwithstanding any other provision of law- 

“(a) Whenever a wheat marketing certificate program under this subtitle is 
in effect, price support for wheat shall be determined in accordance with the 
provisions of subsection (b) of this section. 

“(b) The Secretary of Agriculture is authorized to make available through 
loans, purchases, or other operations, price support to producers of wheat who 
are cooperators. The amount, terms, conditions, and extent of such price- 
support operations shall be determined by the Secretary, except that the level of 
such support shall be determined after taking into consideration the following 
factors: (1) the supply of the commodity in relation to the demand therefor, 
(2) the price levels at which corn and other feed grains are being supported and 
the feed value of such grains in relation to wheat, (3) the provisions of any 
international agreement approved by the Congress or ratified by the Senate 
relating to wheat to which the United States is a party, (4) foreign trade poli- 
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cies of friendly wheat exporting countries, and (5) other factors affecting 
international trade in wheat including exchange rates and currency regulations. 

““(¢) Compliance by the producer with acreage allotments may be prescribed 
and required by the Secretary as a condition of eligibility for price support and 
for the receipt of wheat marketing certificates. Acreage allotments shall be 
established in accordance with the provisions of subtitle B, part III of this Act. 

“(d) Notwithstanding any other provision of law, no producer of wheat shall 
receive certificates for a number of bushels in excess of the number obtained by 
multiplying the acreage actually planted to wheat by the normal yield. 

“(e) Any farmer who is dissatisfied with his farm acreage allotment may have 
such acreage allotment reviewed in accordance with the procedures prescribed 
by sections 363 to 368, inclusive, for reviewing marketing quotas.” 

Mr. Atzert. The committee is pleased this morning to have one of 
the former outstanding employees of the committee, a former counsel, 
who is presently legislative consultant to the National Grange, Joe 
Parker. 

Mr. Parker, the committee would be pleased to hear from you at 
this time. 

Mr. Parker. Thank you, Mr. Chairman. 


STATEMENT OF JOSEPH 0. PARKER, LEGISLATIVE CONSULTANT, 
THE NATIONAL GRANGE 


Mr. Parxpr. Mr. Chairman, I have a rather lengthy statement, 
which I shall not burden the committee with reading, but I would like 
to have it submitted in full for the record, if that meets with the 
wishes of the committee. 

Mr. Apert. Without objection, it will be inserted in full immme- 
diately following your oral presentation. 

Mr. Parker. The substance of our statement, Mr. Chairman, is a 
strong endorsement of the domestic parity plan for wheat, which is 
embodied in most of the bills, I believe, which are now pending before 
this committee, and which I assume is embodied in the bill which you 
have just announced that you introduced yesterday, H. R. 12112. 

Since the close of World War II, the National Grange has urged 
the adoption of the domestic parity concept as the foundation upon 
which to build a long-range program for wheat. 

There is no longer any room for doubt, in our opinion, of the failure 
of the present program to meet the fundamental needs of wheat- 
growers. It is ineffective. It is costly. It adversely affects the pro- 
ducers of corn and livestock as well as being detrimental to the 
wheatgrowers themselves. It restricts their market opportunities and 
is not compatible with an agricultural policy which is aimed at greater 
freedom from Government controls with increased reliance on initia- 
tive and private enterprise. 

The domestic parity concept will do two things: 

It will enable growers of wheat to obtain in the market place a fair 
and equitable return for the wheat consumed as food. It will also 
enable them to maximize markets, indirect or secondary markets, 
such as wheat for feed or wheat for export. 

With that very brief statement, Mr. Chairman, unless there are 
some questions 

Mr. Aupert. We thank you, Mr. Parker. 

L would like to ask a question or two: 
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One of the recommendations that has come to the committee since 
we started considering this bill was that farmers who desired to do 
so should be able to plant the acreage equivalent of their domestic 
food quota without penalty. 

In other words, if you have an allotment of 100 acres, and your 
quota is 50 percent, to plant 50 percent and draw the full amount of 
your domestic quota. ‘That is, you get a marketing certificate for the 
full amount of your domestic quota, and not be penalized on acreage 
allotments for future purposes when allotments are in effect. 

What do you think of that? 

Mr. Parker. I think whether you adopt some such principle as that 
might depend upon what corollary programs you have in operation 
tay respect to feed grains and other uses to which that acreage might 

e put. 

The other comment that I would like to make, without further study, 
is that it would tend to inject more rigidity into the program and 
probably prevent certain types of shifts that basically should take 

rlace. 
: In the long run, it would seem that the marketing certificates should 
go to the people who are basically in the business of producing wheat. 

Mr. Avsert. Well, you do not think that we should undertake to 
get them to cut down their plantings as much as possible? 

Mr. Parker. If you put the plan into effect initially, we believe 
that you will have to continue for some reasonable period of time in 
the future the existing acreage allotments, at least, which have already 
been cut down very sharply to something under 55 million acres. 

If you reduce the wheat acreage much further without knowing 
what the additional acreage is going into, or if you assume that that 
additional acreage might go into feed grains, you would aggravate 
the overall problem, because you would produce more feed off of that 
acreage than if that acreage actually stayed in wheat. 

Mr. Avgert. We have had this suggestion, and I assume your answer 
would be negative on it, too: That if a farmer plants only his domestic 
food quota, he be given certificates worth 100 percent of parity, and 
if he plants his full allotment, he be given certificates worth 90 per- 
cent of parity. 

You would be opposed to that, would you? 

Mr. Parker. Not necessarily; no. I think it might be very well to 
give some consideration to adding something to the program that at 
least would not encourage full production of wheat, so to speak, during 
this period while we have these tremendous excess supplies that we 
now have. 

These comments that I am making here, I am making pretty much 
as initial reaction since I have not had an opportunity to study them. 

Mr. Axzert. I realize that. 

If you have any supplemental statement, after thinking the matter 
over, we would be glad if you would send it to the committee, and I 
will get permission now for you to insert any comments on this par- 
ticular subject. Without objection, this may be done. 

Mr. Parker. Thank you. I would like very much to have that 
opportunity. 

Mr. Arserr. I would like to point out that it has also been sug- 
gested that such a provision might have a tendency to cut down on 
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wheat production in the nonhistoric wheat areas. It won’t cut down 
production of wheat in the high plains, because wheat is the principal 
crop in that area. But it might have some tendency to get these other 
areas tocut down. I donot know. 

Mr. Parker. I think it is worthy of some study, but I would appre- 
cia‘e the opportunity of perhaps commenting on it further, after we 
have given it study. 

Mr. Apert. Would you feel, if we gave any encouragement to re- 
ducing acreage below allotments, that we should expand the conserva- 
tion reserve program perhaps? 

Mr. Parker. I am not certain that I understand your question. 

You mean for allotted acres or for 

Mr. Auger. For either allotted or diverted acres. 

Mr. Parker. We ‘al position of the Grange 
is--that we need to make gret ater use of the conservation program, or 
ths conservation appro oach, to idle some acres that we have now in _ 
duction. And we think that an adequate feed grain program that wa 
geired to taking acres out of production for a 1 period of 3 or 4 vents 
to reduce the current surplus would be a very wise procedure. 

Mr. Arserr. Do you think, if we should decide to give a little extra 
ecouragement for those who planted less than their allotments, either 
by preserving their allotments in full or by maybe giving a little bonus 
in the way of price supports, we should have restrictions with respect 
to the use of acreage that might be diverted under such programs? 

Mr. Parker. If you have a program which sets up some type of a 
conservation base for a farm, we think it would be very advantageous 
if, in all these programs, there were some incentives—and we prefer 
to do it through the incentive route instead of the control route—to 
put acres into a conservation base and, thereby, reduce production and 
also reduce some of the surpluses that we now have. 

And we think that you will have to do it probably through incen- 
tives. That is the only way it can be accomplished 

Mr. Ausert. The Department of Agriculture has testified through 
Mr. McLain that this program would not cure anything, as I under- 
stand it. 

He said that if we have any kind of price-support system to prevent 
dumping on the world market or to prevent undue interference with 
the market for feed grain and corn, we would be right back where we 
sti at least I take it that was the substance of his testimony. 

Do you think that is true? 

Mr. Parker. We do not agree with that position at all. 

In the first place, under the present programs—either at the 75- 
percent support level or some higher level—wheat is effectively priced 
out of the world market, and the only way that wheat can enter the 
world market for the foreseeable future is through a heavy export 
subsidy of some type. 

And those subsidies have ranged as high as $1 a bushel to enable 
wheat to be marketed anywhere in the world. 

The wheat production throughout the world has increased substan- 
tially since the war, and it has increased in part because of the nation- 
alism that exists throughout the world, and also because the importing 
countries are fearful about the prices that they might have to pay for 
wheat 
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If they had had assurances of adequate supplies of wheat in the 
world market at supply-demand prices, you cabukie would not have 
had the expansion in acreage of wheat Somienes the world, in some 
areas, that we have had; because there is a lot of uneconomic wheat 
production in the world, subsidized wheat production, because of that 
factor. 

The other point is that to adopt a program of letting the price for 
the entire crop reach a world market level is that it effectively pre- 
vents producers from obtaining from domestic consumers in the mar- 
ket place a fair return for wheat for food in relationship to the things 
that farmers, in turn, have to buy in the domestic market. This is 
nothing but a marketing tool, the domestic parity concept, which will 
enable producers in effect to price their commodities for the different 
markets that they are attempting to reach. 

It is a marketing practice that is used extensively throughout in- 
dustry and, also, in other agricultural commodities. 

Mr. Apert. Do you think there is any danger under this program 
of, first, shifting the entire burden of supporting prices to the con- 
sumers of food and, therefore, making them subsidize our feeders and 
exporters on the one hand, or, on the other hand, of enabling wheat 
farmers having the advantage of this partial support from the food 
processors to be able to run the corn and feed-grain producers out of 
the markets? 

Mr. Parker. Well, I think—if I understand your question—there 
are two parts: 

In the first place, the fact that the consumer would, under this plan, 
be required to pay a price for flour that would reflect substantially 
parity for wheat, we do not think is asking the consumer to subsidize 
the feeder or the export market. 

All that is being done there is asking the consumer—which I do not 
believe that he will object to—to pay a fair price for the wheat that 
he consumes as food. 

That is the fundamental objective of all agricultural programs 
since 1933, to achieve parity in the market place. And that concept 
has had repeated approval by the Congress itself. 

With respect to the second phase of your question, I am not too 
certain I understand it, but there are provisions in the bills which we 
believe are necessary provisions that would prevent, as long as we have 
surpluses, the excess supplies from driving the market down so low 
that it would interfere with the prices of feed or the world market 
prices for wheat. 

In other words, we think that there has to be some secondary level 
of support in operation to prevent any conflict between wheat for feed 
and other food grains. 

Mr. Ausert. At what level do you think wheat for feed will be sup- 
ported—or wheat will be supported—to keep it from interfering with 
the feed-grain market ? 

Mr. Parker. Well, I do not think it is a particular dollar and cents 
or parcentege of parity level. 

think you would just have to gear it to the prices of feed grains 
and the type of feed-grain program we might have in operation. 1 
think it should be geared to bear a fair relationship to the feeding 
value of corn. 

Mr. Avserr. Any questions from members of the committee ? 
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Mr. Smith? 

Mr. Smiru. Yes. 

Do you think it possible to have a farm program without having 
complete rigidity ? 

Mr. Parker. Without having complete rigidity ? 

Mr. Smiru. Yes. 

Mr. Parker. We think that the bill here, the bill before the com- 
mittee involving the domestic partiy program, provides an approach 
to the farm problem with a minimum of rigidity to it. 

There are some rigid factors in it, as well, and there will be at 
least until we finally get rid of our surpluses. 

Mr. Smiru. Well, of course, there are just two methods, aren’t 
there ¢ 

One is by incentive, with dollars; and the other, with a club? 

Mr. Parker. In barest essentials, I think that is correct. 

Mr. Smirn. And, of course, we are not going to use the club. So 
we have to take the next best route. 

Mr. Parker. We have been using, you might say, a combination of 
incentives and clubs, perhaps, in ‘the sense that we have employed 
penalty programs, which have served a very useful purpose. 

Mr. Smiru. How long have you been struggling with this problem 
of farm programs ? 

Mr. Parker. Oh, since the late twenties and early thirties. 

Mr. Smirn. Can you explain to me the Secretary of Agriculture’s 
idea about lower prices for the consumer and freedom to plant for 
the farmer / 

Can you reconcile those two theories ? 

Mr. Parker. The Grange has great difficulty in following the pres- 
ent recommendations of the Secretary of Agriculture. 

Mr. Suirn. Now, I want to say this: I have great respect for your 
organization, because it has been one of the most conservative of 
farm organizations, and that is why I am interested in you—because 
I cannot reconcile how you advocate, on the one hand, lower prices, 
if we are going to continue to think that the market place is a place 
that regulates prices, and, at the same time, say to the farmer, “We 
are going to give you more freedom to plant.’ 

Now, I just cannot reconcile those two theories. 

Mr. Parker. W ell, we cannot support the view that merely lower- 
ing price supports and inc reasing volume will solve the problem unless 
you have markets, at least, that are ready to take them at a fair price, 
which we apparently do not have for most of our basic crops at the 
present time. 

Mr. Surrn. Mr. Chairman, I think one of the striking things about 
the hearing so far is that no one comes in here and talks about soil 
bank or conservation reserves. It seems very strange to me. 

We have had everyone here now except the Wheat Growers Asso- 
ciation, and no one ever talks about those things. 

Mr. Azert. I know the Wheat Growers Association has that as one 
of their suggestions, because I have seen a copy of their statement. 

Mr. Sauru. It seems sort of fundamental to me, that that is about 
the only approach that was left. 

Mr. Ausert. Mr. Parker did not read his statement in full, but he 
does mention that in his statement. 
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Mr. Smrru. That further enhances my view of the Grange. 

Mr. Parker. We have also testified before the Feed Grain Sub- 
committee, where we have elaborated a great deal on the concept of 
establishing a conservation base and using a conservation approach 
through an incentive to idle acres, excess acres. 

Mr. Smrru. I have no further questions. 

Mr. Avsert. Mr. Watts ? 

Mr. Warts. Mr. Parker, I did not read your statement, and I am 
sure you probably have covered in your statement the answers to some 
of the questions I am going to ask you: 

In adopting the domestic parity formula, or what sometimes is 
known as the two-price plan for wheat, does your organization recom- 
mend that we keep allotments 

Mr. Parker. We recommend that the acreage allotment programs 
be retained and kept for such period of time as they may be necessary, 
until we finally get rid of the excess supplies that we now have. 

Mr. Warts. Your recommendation, then, would be that the allot- 
ments remain until we get rid of the surpluses, or show that we can 
market more wheat than 

Mr. Parker. That is correct. 

Mr. Warts (continuing). Than we can produce under the allot- 
ment plan? 

Mr. Parxer. That is correct. 

Mr. Warrs. I believe I followed your statement in that you think 
that the wheat that is secondary wheat, we will call it, should be sup- 
ported at some percentage of parity ? 

Mr. Parker. That is correct, sir. 

We think that must be done while we have those burdensome sup- 
plies in the market, or in storage. 

Mr. Warts. Well, the Department of Agriculture witness the other 
day, Mr. McLain, said that we were exporting wheat at the present 
time under the wheat agreement at about 50 percent of parity. 

Mr. Parker. That is about right. 

Mr. Warrs. Now, would you visualize the support price that we 
fix at less than that or more than that ? 

Mr. Parker. I do not know exactly what percentage of parity it 
should be fixed at. We have suggested a legislative i in here 
which would take into consideration any provision in the Interna- 
tional Wheat Agreement, and, also, whatever type of program we have 
for feed grains. So that we would not want to be priced above 
your—— 

Mr. Warts. Well, unless it was supported at a figure equal to or 
less than the 50 percent of parity, you would not encourage the free 
movement of it into world trade, would you? 

Mr. Parker. No. And you may not do that for the early operation 
of the program, because of the excess supplies. 

But, to whatever extent you did reduce it on the secondary portion, 
you would greatly relieve the cost of the program; and if our second- 
ary price, free market price, was approximately at the world market 
level, chances are that it would tend to stabilize at that level. 

We now are supplying such a great portion of the wheat into the 
world trade and doing it through the subsidy approach, which means 
that we have pretty effectively fixed the price in the world market 
through Government edict at the present time. 
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Mr. Warts. But you would accomplish under the domestic parity 
plan, then, a great reduction in the loss that the Government is now 
sustaining ? 

Mr. Parker. I think that is correct. 

Mr. Warts. Through the International Wheat Agreement arrange- 
ment ¢ 

Mr. Parker. In conformity with it. 

Mr. Warts. And you wouid also eliminate the loss the Government 
was sustaining on the other half of the wheat that would go into the 
human consumption. 

Mr. Parker. That is correct. You would eliminate all of that. 

Mr. Warts. Have you visualized about what the relative portion of 
the cost under the two programs would be, in comparison one with 
the other ¢ 

Mr. Parker. I do not know that I have any figures that I would 
want to present here today. 

At times in the past we have; but there are many judgment factors 
that enter into that, depending upon what level you are supporting 
prices at under the existing program. 

When we first started out recommending the domestic parity pro- 
gram, wheat was being supported, all wheat was being wiegetiall at 
90 percent of parity. 

Mr. Warts. Well, if wheat today is supported at—what? Seventy- 
five percent of parity ? 

Mr. Arpert. ‘This year’s crop. 

Mr. Parker. Seventy-five percent of parity. 

Mr. Warts. At 75 percent of parity, and eliminated the support on 
half the crop, that certainly would reduce you to what might be said 
to be 371% percent of parity, would it not, on the whole crop; since you 
would not have the same amount of money to support the whole crop 
at 3714 2 

Mr. Parker. The total amount of funds, if you supported the 
entire crop. 

Mr. Warts. And then, if you reduced the support price to some- 
thing near world-market prices or feed-grain prices, that would be 
bound to be down in the fifties or sixties, would it not ? 

Mr. Parker. I think it probably would; yes, sir. 

Mr. Warts. So you could visualize that you could save at least 
three-fourths of the cost of the present 

Mr. Parker. We think the saving would be very substantial and 
without any reduction, and probably some increase in the returns to 
growers. 

I mean if you supported wheat, all wheat, at 50 percent of parity, 
and if, roughly, half of that went into domestic consumption through 
the certificate approach, farmers could receive a return equivalent to 
100 percent of parity on that, they could still average 75 percent, and 
= would have reduced the cost of the program that is now being 

rne by the Government through the export subsidy and storage 
program. 

Mr. Warts. You do not agree with the Department of Agriculture 
in the statement that I think they made—that we were exporting 


practically all of the wheat that we could export, no matter what 
we did? 
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Mr. Parker. At the present time, I think that is probably true. I 
mean we had a tremendous export of wheat last year, with a big 
subsidy; and we are also exporting wheat under Public Law 480 to 
countries that do not have dollars with which to buy wheat, but which 
we hope will experience some recovery and that some time in the future 
they will be in the market to buy wheat; and we had better have a 
program that is in gear and in operation so that when they do get 
dollars they will be able to buy wheat from the sources that they have 
been getting it from in the past. 

Mr. Warts. Well, I notice in your statement to Chairman Albert 
that you said they were producing wheat in some portions of the world 
on a very unproductive basis, or subsidized basis. 

Mr. Parker. I think that is correct. 

Mr. Warts. Now, is that subsidized wheat able to compete with 
our wheat at 50 percent of parity now? 

Mr. Parker. Not unless those areas, the Government, wanted to 
take a substantial loss in order to maintain some domestic wheat pro- 
duction in those respective countries. 

Most areas in the world probably cannot produce wheat as cheaply 
as it can be produced in the United States. 

Mr. Warrs. You do think, then, overall—— 

Mr. Parker. Importing countries, I am talking about, normally 
importing countries. 

Mr. Warts (continuing). Over the long pull that we can increase 
our exports of wheat ? 

Mr. Parxer. I am sure, I am confident of that; and I think that we 
need a program that will deter excessive expansion of acreage through- 
out the world where it is not economical to do so. 

Mr. Warrs. That is your reason for saying that we should keep 
quotas, too, is it not? So that we won’t expand faster than the 
market ¢ 

Mr. Parker. Under our program, you do not need the quotas. You 
need the allotments. But because there will be no price incentive in 
the market place for excess production, you do not need the penalty 
quota operation, we do not believe. 

Mr. Warts. What percentage of our wheat normally goes into feed ? 
Do you know, roughly ? 

r. Parker. A very small portion. Less than 100 million bushels 
a year. 

Mr. Watts. Do you think that there is more room in the feed market 
for more wheat ? 

Mr. Parker. We think normally there is; yes. 

In many sections of the country, more wheat would be fed if it were 
profitable to do so. But it is more profitable to sell it to the Govern- 
ment under the current support programs. 

Mr. Warts. Do you think more wheat could be fed if the domestic 
parity program was in effect and wheat was cheaper, supported at 
about the same support level as corn—that more wheat could be fed 
without seriously replacing other feed grains ? 

Mr. Parker. Yes. 

I think you would find that many wheat producers would tend to 
produce wheat instead of other feed grains that they are producing 
on the diverted acres. And, actually, even though you might have 


1 





WHEAT 307 


some increase in wheat acreage, you will have less total supply or 
production of feed grains. 

Mr. Warts. I have asked several witnesses whether wheat can be 
produced competitively with feed grains. 

I will ask you that question. 

Mr. Axsert. For feed purposes ? 

Mr. Warts. For feed purposes. 

Mr. Parxer. Well, if they are just producing a crop for feed, they 
could get a greater yield off feed grains than they would probably 
get if they were producing wheat just for feed. But there are other 
problems that are involved, too: the climatic conditions, the end 
product that they get off of their crop, and then the difficulty of 
shifting. 

I mean, I can visualize where a farmer would put in maybe, if he 
could, an extra 10, 15, 20, 50 acres of wheat, and he might prefer to 
do that than to shift over and produce that in a feed grain, if he is 
normally in wheat production. 

There are a lot of factors that would enter into a farmer’s judgment 
as to what he would do, I think. 

Mr. Warrs. Do you think that the committee should give some con- 
sideration to the plan—like the one that Congressman Albert out- 
lined—possibly providing that a farmer could plant only his domestic 
allotment, as we will call it, receiving a subsidy pay ment equal to 100 
percent or 105 or 110 percent of parity, prov iding he put the remainder 
of his allotment in conservation reserve ¢ 

In other words, giving him a little bit of a premium over the farmer 
who planted his whole allotment ? 

Mr. Parker. I would think that we would look with favor upon 
a program, temporary program, that was designed to put more acres 
into some type of a conservation use while we have these surpluses. 

I do not believe we would favor a program that would condition 
the right to use this marketing technique and to obtain, through con- 
sumers, a fair return for the wheat as a condition to planting any other 
wheat acreage. 

That would be a condition that would be a form of a penalty; if 
I understand the question. 

Mr. Warts. In other words, you would not be in favor of the 
farmer who planted only his domestic quota getting a higher per- 
cent of subsidy, we will call it, for his wheat ‘than the farmer who 
planted his whole allotment / 

Mr. Parker. Maybe I do not understand your question correctly 
but are you t: king about allotment for domestic allotment for food 
that is referred to in these bills? 

Mr. Warts. Let me see if I can restate my question. As I under- 
stand the two-price system, you are going to have two allotments, 
you might say, so far as the sale of wheat is concerned. One is for 
the domestic or human cons umption—— 

Mr. Avserr. If you will yield here—— 

You have a domestic food quota on the farm, but it has nothing to 
do with your allotment. You get your certificate for your domestic 
food quota, and then all of your wheat on your allotted acreage moves 
into regular channels. 

Now the suggestion that was made to me was that maybe we should 
encourage a farmer to reduce his allotment below his ‘allotted acre- 
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age by some device; and as long as he did not reduce it below that 
number of acres which would normally produce his domestic food 
quota, that he be given some special consideration. 

Mr. Warts. I think that is what I was trying to arrive at. 

In other words, I realize that your allotment would be an overall 
allotment, certainly, but that only a certain portion of it going to be 
considered as domestic consumption on which you would receive a 
payment to be collected from the miller, and the balance would go at 
world prices. 

As a matter of fact, the whole crop would be sold at world prices, 
and you would receive this payment on the amount that was deter- 
mined, say, to be 50 percent of it, that was humanly consumed. 

What I was wondering was whether or not, if you transposed the 
domestic allotment, which of course would be in bushels, into acres, 
and then the man merely planted enough acres out of his total allot- 
ment to fill his domestic quota, we will call it, and put the remainder 
in the conservation reserve, would it be in order to give him a little bit 
more payment than the farmer who planted his entire allotment ? 

Mr. Aupert. And also preserve his entire allotment ? 

Mr. Warts. And preserve his entire allotment. 

Mr. Parker. That is a subject that I think we just discussed with 
Congressman Albert a moment ago. 

I think the Grange would look with favor upon a program which, 
while we have these surpluses, would tend to take acres out of 
production in order to reduce the total supplies. 

We are suggesting something along that line in the feed grain pro- 
gram, whereby we do set up a conservation base and, for a period of 
3 years or thereabouts, we hope to, by that process, eat into the supply, 
reduce the supplies so that the excesses will be wiped out in a period 
of about 3 years. 

A similar type of approach could very well be applied to wheat. 

Mr. Warts. If I understood Congressman Albert, he asked you at 
the outset of his questioning if you thought the Grange would be in 
favor of allowing a farmer to plant a certain portion of his allot- 
ment and preserve his history, and I did not understand whether you 
said “Yes” or “No.” 

I recognize that probably you nor anyone else would want to freeze 
allotments on that kind of a Sole permanently, but would the Grange 
probably look with favor on doing that for a limited period of time 
due to the surplus condition ? 

Mr. Parker. Well, I am inclined to think that some such program 
might very well be adapted to the domestic parity approach. 

As I indicated to Congressman Albert, I would like a little time 
to consider that, because we have not considered that particular posi- 
tion. That was the first time that I had heard it propounded, when 
Congressman Albert asked the question. 

Mr. Warts. Do you believe it would have a tendency to reduce 
production ? 

Mr. Parker. Taking acres out; if you have allotted acres, out of 
production ? 

Mr. Warts. Certainly that would reduce production, but do you 
believe that the farmers would avail themselves of the opportunity to 
plant a portion of their allotment—that portion that might go to 
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human food—and not plant the remainder of their allotment if they 
knew they would not suffer any loss of allotment ? 

Do you think that would encourage them to do that? 

Mr. Parker. Well, I think there is some encouragement there, 
surely. 

I mean, one reason why farmers plant under allotment programs 
is to preserve their base. 

I think there would be some encouragement, but I think to get any 
appreciable acres over into a conservation base, you will need some 
additional incentive to do it. 

Mr. Warts. That was my suggestion when I said possibly 110 per- 
cent of parity payment to those folks who merely planted the portion 
that was going to be used for human consumption and placed the 
rest 

Mr. Arsert. If you will yield—I do not believe that we can sell 
that program or any program that would require the consumer to pay 
or the Government to pay more than the fair parity price 

Mr. Warts. Or, maybe, we would have to go at it the other way 
and pay the other fellow 90 percent. 

Mr. Aupert. You would have to do it that way if you were going 
to make a differentiation. 

Mr. Warts. That is all. 

Mr. Parker. There is one fundamental difference in this program 
here, and I do not believe that the domestic parity program which 
permits a farmer to receive on the domestic portion that is marketed 
a fair return from the user of the wheat in providing a wheatgrowers 
with a subsidy. 

We merely believe that he is getting what, basically, a farmer is 
entitled to, and, therefore, that program should not be regarded as a 
subsidy, or conditioned on what he might do with respect to the rest 
of his land. 

We think the rest of his acreage, if you want to reduce total produc- 
tion—that he should do that through some type of an incentive pro- 
gram to get acres over into a conservation base. 

Mr. Avpert. Mr. Krueger, do you have any questions? 

Mr. Krurerr. No. 

Mr. Atpert. Do you have any questions ? 

Mr. SmirH. Do you have any more questions? 

Mr. Atzert. No. 

Mr. SmirnH. As a matter of fact, the Grange is located in areas of 
the United States where you have generally diversified farming. 

Isn’t that true? 

Mr. Parker. Well, I do not know what “diversified” farming is any 
more. 

Mr. Smiru. I mean the small, family-type farm, where you raise 
a lot of crops. In other words, your Grange is not out in the high 
plains area and wheat areas and places of that sort, as a general 
proposition ? 

Mr. Parker. Well, we have a very large membership in the North- 
west area, which is a grain-producing area, wheat-producing area. 
We also have active granges in the high plains area. 

Mr. Smiru. That is up in Oregon and Washington ? 

Mr. Parker. Oregon and Washington; yes, sir. 
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Mr. SmirH. Where does the opposition come to the soil bank and 
conservation reserve? 

It is developing now in the cities and the towns because they realize 
what is going to happen to them if they start putting land into reserve 
and the dollar is not going to circulate as it has in the past when they 
planted those areas in grain. 

Mr. Parker. Well, I think the opposition to the soil bank, as we 
have had it, is it was not too soundly conceived in the sense that it did 
not get sufficient acres in a true conservation base. 

Mr. SmirH. You mentioned awhile ago that portions of the world 
could not produce wheat economically. 

Now, what determines 

Mr. Parker. Well, France, for example, is a wheat-producing na- 
tion but they have a rather high support program. 

Italy has a high support program for wheat production. 

Neither of those countries, I do not believe, can produce wheat as 
economically as it can be produced in the United States. 

Mr, Smiru. As a matter of fact, France has been the only country 
in Europe that has been able to maintain its food economy by itself, 
without any imports or exports. For 100 years, France produced 
enough wheat for itself. 

Mr. Parker. Pretty much so; yes, sir. 

In fact, they have been exporting some wheat here the last few 
years. They had some bad drought conditions about a year ago, but 
they will probably be an export producer again this year. 

Mr. Smirg. When you say they cannot produce wheat economi- 
cally, do you take into consideration that great, benevolent Uncle 
Sam has sent tractors and technicians all over the world to produce 
wheat ? 

Mr. Parker. Well, that is being done with respect to a number of 
crops, sir. 

Mr. Smiru. But we have been putting a lot of emphasis on that. 

In other words, we have simply lost our market by a foreign-aid 
program. That is what I am talking about. 

Mr. Parker. Well, it surely has an impact, when you do anything 
to increase world production. Our foreign aid, insofar as tractors 
and technical assistance, I believe, has been going to, at least in 
greatest proportion, in the underdeveloped areas of the world that 
presently are not commercial markets for the United States. 

Mr. Smirx. You said Turkey was a market, didn’t you? 

Mr. Parker. Yes, sir. 

Mr. Smirn. We sent about 40,000 tractors down there, did we not? 

Mr. Parker. I do not know how many tractors we sent to Turkey. 
We have sent a lot of tractors since the war to practically every area 
inthe world. But you mentioned France particularly. 

I do not believe that it has had much of that type of assistance 
in the last several years. 

Mr. Soiru. That is all, Mr. Chairman, and I apologize for asking 
silly questions 
Mr. Atsert. Those questions were directly in order, Mr. Smith. 

Joe, I would like to pursue a couple of other points a little further, 
if you do not mind, points that have been raised by those who object 








to this type of program, and who have appeared before our com- 
mittee, and by others. 
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The first is the price-support program, which is a secondary pro- 
gram within this plan, the domestic parity plan. 

Now, as I understand the testimony that has been given here with 
respect to that program, it can be summarized by those who oppose 
this program by saying that you either get one of two alternatives: 

You get your price support so high as to keep wheat from inter- 
fering with feed markets that you get it back to where we are now, 
or substantially so, particularly after you add the marketing certifi- 
cate to the total cost, or to the total support; or that you get supports 
so low that you destroy the feed market. 

Now, I think that is a fair statement of the criticism that has been 
raised several times as to this program. 

Do you understand that? 

Mr. Parker. I believe I understand your question, Mr. Chairman. 

Mr. Axper. It seems also, from what we have heard before the 
committee, that there is a feeling that 50-percent supports would 
probably keep us from injuring the world price of wheat; that is, if 
we supported wheat at 50 percent of parity, we would not run into 
the danger of injuring our international relations with various other 
countries or of dest roying the world price, but at that support level we 
would still be making wheat too competitive with feed grains and 
would do harm to the feed grain market of this country. 

So, the question I am le: ding to is this: 

Do you think that we should have the price-support program under 
this plan geared to the price supports or to the market price of feed 
grains rather than to the world price, and that we should continue to 
subsidize exports? The subsidy of course, will be less than the present 
subsidy because it would be the difference between the feed grain 
equivalent support price and the world price, rather than the differ- 
ence between 75 percent of the 75 percent of parity and the world 
price. I know that is a little involved but 

Mr. Parker. We do not think it would be wise for the legislature 
to attempt to specifically tie it to either of those alternatives. That is 
the reason that we have tried, and support at all times, a standard 
which gives administrative discretion to fix that price-support level 
after looking at the situation as is at any given time in the future. 
Right now I ‘think that your statement is one ‘that should be the princi- 
pal guide, namely, the impact on other feed grains because of the feed- 
grain picture we have now. Sometime in ‘the future we hope that 
there will be some improvement in feed grains, and the emphasis 
might be just the reverse, that you would ‘Jook at the international 
wheat agreement, or the international complications involved. 

Mr. Asert. Well, you would be in favor of maintaining all of the 
present programs, such as Public Law 480 and the subsidy programs 
with respect to wheat exports ? 

Mr. Parker. We think that they are essential at this time under the 
existing conditions and the wheat supplies. There is not any program 
that is going to cure this supply demand situation overnight. But 
we do think that we have wasted valuable time in getting into operation 
a program that will function, if we ever are able to get any of these 
excess supplies reduced. 

Under the present program, if you had no excess supplies, just a 
normal supply, or normal reserve supply, you would still have a pro- 
gram that completely prices out of the world market, and it would 
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involve heavy subsidies and almost price fixing in the world market by 
Government edict. 

Mr. Atzert. This committee has not had, up to now, any very precise 
testimony on the relative feed value of wheat and different feed grains 
and on the relative cost of production or anything else that would tend 
to show specifically what the competitive situation would be. Is that 
information available? Do you have it in your statement ? 

Mr. Parker. Not specifically in the statement. I think we could 
present some information for the record on that. 

Mr. Axpert. I would appreciate it if you would, if you do not mind. 
We could probably get it from the Department, but we need it in the 
record and we do not have that information specifically stated. 

(The information referred to is as follows :) 


TABLE 26.—Relative value of common feed materials compared with corn when fed to 
different kinds of livestock ! 


[In percent] 
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Ried et ah dad iiaheoninets aan 90 85 100 90 80 90 90 | 90 
a as 100 88 100 90 | 87 | 95 RO 90 
RR ike to) SD eee les 105 Mee Nodes: 103 85 95 105 105 
Sk 20 | st 80 85 . a 85 
dn antbh tc nkidecinwswiel 100 | 92 100 90 100 95 95 95 
Oilseed meals: | 
Cottonseed meal_............---- 10 190 150 150 20 125 ; 135 
SNe SOUM, 3.65. ath ssc tus. 16) 300 |...-.- 200 225 | 125 150 
Soybean meal. ..............-.- : 170 _ | ae 200 225 | 125 150 165 
Coconut oil meal. ..............- 12 OP Bocce 110 90 90 60 | 120 
ef cinie Iniidieieeriint 160 | | re 200 225 | 140 170 
Animal-protein feeds: | 
RENE Se ee os ae eee operas) era OD Basse debit 170 25 
0 fee hecho seins atten ‘ 250 Prec a 165 200 
Pn dhadecd akbdide xobiwwanen sin hhc Sint tek ie tintednall GE Gaalecwhs jdbeaie 250 250 
ON SS Se Julieianngendaw ues ie = pic tabemsed 200 200 
I a kes es el nethkeceneed es Se Saas 25 20 
Buttermilk - Lintiid ida wthhed Bteoidbhdonnh ee ‘ — eel wade 25 20 
Other concentrates: 
i 55 sc eeemraee 165 es 175 Ge ei oteoccdledbacsed 165 
SS Ee eee I a al SL OP th ented tas tice 115 
Brewers’ dried grains_.........-- «SMR ee ehssciedl catalase 100 | OP Fesitenad 105 
Distillers’ dried grains (corn)... 130  . ee Sigcedhad SEP bictoonsthbideeabe 140 
DTI. « Siscdgccvccwnsos ence _), OS Eidcosna 90 | 85 70 | 90 
WHOS, BREIIIES . oo ncn cctcucona in the ea Sab Seat Adasen 90 100 
SS. conigcanisouddee 45 TE Rained 30 35 TP Vache a 40 
Corn and cob meal. -._.......---- 90  Raentonse D pksls dhe dl ormekei un ariell Cidwenseieace 90 90 
eee 100 Ee décsewacs 95 100 100 100 100 
Molasses (cane)_.....- Piabinn hae 90 4 ae 70 | 85 | 80 50 80 
Dried beet pulp.-....-...-.------ 90 DH pid dedck bow ankinon 90 |---.--.--]---.---- 90 
WE ES ccdicnacnabqocae 10 Bi ndiatedieGadcsue DP tod kncwtleonaminn 15 
Alfalfa meal_...........---.----- iB eckitaellccsdina ie OD Vatpatiea A pesutes 70 70 
Le eR 170 De ti cntcane 150 200 125 | 100 160 
oo sicncinnicpenGamncmaiote 80 DO hic de waka beeniiliadmednaeiaadniive dl ucudiemie 120 
RT hha ee kink cde sbinen aed £5 an Seba ices Ls clliibiminlicdes De aa 120 
RIEL. dsncvidebecbesgundees 100 | ee dictate ticarksieateh anak sien S iadiucanl 120 
NE ht lid ele cdna donc edced Peerer ee BENT Pe aiscss etiveue iene 100 





See footnotes on p. 318. 
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TABLE 26.—Relative value of common feed materials compared with corn when fea 
to different kinds of livestock *—Continued 


[In percent] 


























Feed 
Fatten-| Winter- Fatten-| Horses |} unit 
Item Dairy ing ing Hogs ing | and Poul- | value, 
cows | cattle beef | lambs | mules try average, 
| cattle United 
States 
(1) (2) (3) (4) (5) (6) (7) (8) (9) 
Hay: 
All hay, United States average. - 40 41 Oe Aciandens 42 | oa ad 41 
itis gant haste tries alain eatin | 60 60 60 150 60 | 60 | 60 55 
fee 55 50 OF te stecesu Ciccone 55 50 
Clover and timothy-_-..-..--..- “= (ee i einteeteenstie C—O 45 
Lespedeza (annual) ......-.-.---- 55 BP hivinknnt BEE Bocaccowel 60 | 60 45 
tai Nad a cates oat 50 | 40 45 150 50 | BB lb sccecoet 50 
eG. con nnucucnon a aicenidaaree | 55 | 50 OP Capeacend 60 OD t..-ai ‘ 55 
POMBE... .cc in agsecccsensoocya- | 55 BB sa qrgen baaciens 60 60 |-.-...-.. 45 
IG. cnntoeseses acne eipekceuinal a © Liweetees 30 | TF ticccoten 40 
Sens Wendel GING Soo bckec ccchasccclicledisaces OP Ott. aa iebense ae 45 
IN ia teeta uintiinegmiy sil eee er 35 ee 40 
WE van etccqatantiiedacdvuserelssatenasieacbuade tteceiassienadenaeaaaakal i fsc.ceas 40 
Sudan grass_-... Aki die Wid aideis Laeet eeeb bins Oh bed.dcceueseses OD A iccceteani 40 
a a elaine npmne mate <slacaeonsll 50 Ol tno-nsecndmndadon anes nied 45 
ee ern lideinade oie lacainshe lal ie oreaiohen Dat adiinarteanliaieegsianits ee 45 
Fodder, straw, and silage: | 
| eae eae 40 50 gg es. WE hn x dgnksbidegcode 40 
COG REVEL. <cevecsedevegsnnnsny | 15 | 10 DO hn cetsaks betcntons J ee 25 
 ntutagatadrensas 40 40 | eS 50 oc 40 
SE I d canttcwidesabscts< -| 15 10 OP Bisidutscbbeasnss SO hice 25 
CI akin ba a cineca tsar 20 10 BP lactbvestiensciee OE Bccitnd 35 
Wheat straw--...-.-.--- ES: is acest Saetree Wie so aa wh aaete an 364 sdio5 25 
Soybean straw.......--- 40 |---- 15 int 20 
Cottonseed hulls eisai 10 25 oh... am | Snake 25 
Corn silage with ears_._.._..- | 20 30 RR dad: 30 | |-----=- 20 
Corn silage, few ears__.- 15 18 | a. eels | has 15 
Sorghum silage with heads | 18 | 25 | ON acde 20 | swab 18 
Grass, silage. 20 25 | BB A itd 20 in 20 
OComi Siover.........-. ; 15 10 50 Pe | eS Lis 25 
Meer toédéer........... | 40 | 40 | 50 | 50 | GB t.. ctcies 40 
Kafir stover - - / | 15 10 | 50 | 50 | : 25 
Oat straw. - 20 10 50 |_. Lies . af, ne 35 
Wheat straw... _- ; = bs WOE crags 35 iui 25 
Soybean straw _...- 40 | | 15 20 
Cottonseed hulls | 10 25 | 40 ee . = 25 
Corn silage with ears 20 | 30 | 25 30 oa ; 20 
Corn silage, few ears | 15 | 18 18 — jl icici alee Di stacnmone 15 
Sorghum silage with heads | 18 25 . ee 20 | eta 18 
Gresh; MGS... =.5.-.-...-.. 20 25 | SO 3 ).....-Aw oy 20 
| | | | | | 











1 The purpose of this table is to give data for converting different feeds into the feed equivalent of corn. 
A pound of corn is expressed as 100 percent and a pound of all other feeds as a percentage ofcorn. Thus, in 
the data shown in col. 9, 100 pounds of gluten meal are equivalent in feeding value for mixed livestock to 
165 pounds of corn and 100 pounds of average alfalfa hay are equal to 55 pounds of corn. Another way of 
stating it is that 100 pounds of gluten meal make 165 feed units (a feed unit is the equivalent of a pound of 
corn) and 100 pounds of alfalfa make 55 feed units. Some feeds are worth more for one class of livestock than 
for another, as shown in cols. 2 to 8, inclusive. The values given in cols. 2 to 8, inclusive, assume that the 
feed is to be fed as part of a properly balanced ration and that it is to be fed to the age of livestock to which 
it is suited. It also assumes that the grains are ground where this is desirable. If high-protein feeds are 
fed more liberally than is necessary to balance the ration, their value will not be as high as given in this 
table, but they will be worth only as much as their net energy value compared with corn (table 25). In 
parts of the South, cottonseed meal is fed in greater abundance than is needed to balance the ration’ con- 
sequently it is worth less per pound than corn. This is the reason for its relatively low average value in 
col. 9. The data in cols. 2 to 8 summarize the general relation in feeding value of corn and other feeds as 
determined by feeding experiments for the specific class of livestock fed fairly good rations. The data 
should be considered as general indications rather than as precise measures and the values given in cols, 
2 to 8 probably represent better-than-average conditions. Few experiments have been made in which hay 
or other roughage is compared with corn or other concentrates. When experimental evidence was not 
available it was assumed, from the composition, that alfalfa was worth 60 percent as much as corn. Other 
roughages were compared with alfalfa as 100 percent as shown by experimental data. 60 percent of these 
values was then used as the value compared withcorn. The data comparing different feeds for poultry were 
less complete than for most other classes of livestock, and the composition of feeds shown in table 25 was 
then used in estimating feed values for poultry. In col. 9 are given the estimated average values of the 
different feeds compared with corn, for the United States. These were arrived at (1) from the values in the 
preceding columns, taking into account the proportion of the feed fed to different livestock and (2) by com- 
paring the composition with other feeds. Some allowance was made for losses in feeding value of hay and 
other roughages because of improper harvesting and curing shown by the average figures in col. 9, as the 
figures for hay and other roughage in cols. 2 to 8 are probably for better-than-average quality of roughage. 
Hybrid corn has a lower protein content than open-pollinated varieties and hence corn now probably has a 
little lower feeding value compared with most other feeds than formerly. However, most of the compari- 
sons in feeding value summarized in cols. 2 to 8 were made before hybrid corn was common. 

2 150 to 200 when fed to hogs and 100 to 125 when peanuts are hogged off, 


Source: Farm Economics Research Division, USDA, 
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Mr. Atzert. One other thing. There has been testimony before the 
committee which indicates that the competitive situation as between 
feed grain and wheat would vary on a regional basis, that considerable 
wheat might be used for feed under this program in the Pacific North- 
west and in the feed deficiency areas of the Northeast. 

Would it be feasible or possible under this program, as contained 
in these bills, to have a price-support operation in effect regionally 
where that would do the job? 

Mr. Parker. I think it is true that more wheat would be fed in areas 
like the Pacific Northwest, where there is probably no competition, or 
little competition, between corn and wheat in those areas. While I 
would presume that it would be possible to try to set up a system of 
price support by regions, but I think that would inject so many com- 
plicating factors into the entire program that it might endanger the 
success of any program. I do not believe that such a fundamental 
change in concept, both from the standpoint of philosophical concept 
and the impact on different areas, as well as the legal basis for the 
program, would be wise. Insofar as any control or regulations are in 
effect under the programs, such regulations must rest on the commerce 
power. Many legal questions might arise if the program embodied 
regional application. And I would certainly think it would be unwise 
to try to inject that into a program at this time. It might be something 
worthy of study. 

Mr. Avsertr. Of course you could have a situation where freight 
differentials and local feed grain supplies would make it entirely 
unnecessary in one region, whereas in the corn belt it might be that 
the supply situation would be such that wheat would move at a fairly 
low price competitively with corn. 

Mr. Parker. Well, that would depend upon where you fix this so- 
called secondary support level. 

Mr. Atzert. That is true. 

Mr. Parker. I envision that you would fix it in a manner where 
corn would be competitive in the area where corn is produced, corn 
would be your dominate feed grain. In areas where little corn is 
prenesss I suppose that the producers would tend to use wheat first 

‘fore they imported corn, by virtue of factors unrelated to anything 
in the program—it might depend upon the freight rate factors and 
many other things. 

We have a lot of movement of agricultural commodities, and a lot 
of areas have advantages because of their nearness to market and 
things of that character. So I don’t believe you could hope to solve 
those type of things with a support program. 

Mr. Arpertr. I doubt it pili. but the matter has been raised. 

I would like to know whether we are really going at this program, 
this whole problem, vigorously enough or not. The biggest question 
confronting the wheat farmer now is not what kind of program might 
work the best, it seems to me, if we did not have a surplus, but the 
biggest problem is getting rid of the surplus that we now have. We 
will have enough wheat, I understand, at the end of this season, if 
things go as they are apparently going now, to feed this country for 
4 years. That statement was made yesterday by one of the witnesses. 
We are going to wind up the season with about 950 million bushels 
surplus, and we are going to raise a crop of about 1,100 million, may- 
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be 1,200 million bushels of wheat, even with acreage allotments and 
acreage reserves in effect. 

Mr. Parker. Well, that is right, we have had a disappearance, esti- 
mated disappearance, roughly of 900 million bushels, or maybe a 
little more. We do have about that much carryover, and our crop 
is estimated at about 1.1. 

Mr. Avsertr. But there is nothing in the form of a subsidy pro- 
gram, or any kind of a feed program, or any kind of domestic or 
export program that has been advanced that indicates that we can 
keep our consumption up with our production, even with acreage 
controls, either under this plan or under existing law. 

Mr. Parker. Well, we currently are consuming in domestic and 
export channels a little over 900 million bushels of wheat a year. 

Mr. Areerr. Does that include the 546 million we shipped abroad, 
which the Department says we cannot do again ¢ 

Mr. Parker. Last year there was, I think, an unusually high export 
of wheat. It was higher than I think we can hope to have on the 
average. A great portion of that wheat was, in effect, given away, 
granted under some of the ECA programs and much of it was sold 
under the 480 program for local currencies which were in turn used 
for economic development which, in effect, resulted in a net loss to the 
Government. 

How much wheat we will continue to put in those channels in the 
next few years depends a lot upon world conditions. Many of these 
exports are being carried out largely for foreign policy purposes and 
used very effectively for that purpose. But in the feuasenllb future, 
I do not think you can expect much more export market. Three hun- 
dred and fifty million or four hundred million bushels, I think, would 
Saath 

Mr. Ausert. We cannot reduce our national allotment. It is fixed 
by law at 55 million, and I don’t think that anyone would want to lower 
It--—-- 

Mr. Parxer. I do not think it would be feasible to reduce it below 
that. 

Mr. Apert. I do not either. 

Mr. Parker. Although we are reducing it somewhat below that 
through the operation of the acreage reserve program, and also to 
the extent that wheat is produced in noncommercial areas, or feed wheat 
which tends in the long run to reduce it somewhat, although it is not 
a very great reduction. 

Mr. Arzerr. But you just cannot add up under any program that I 
have heard about the prospective uses and the apparent reduction and 
come out ahead. Nobody has been able to do it up until now. 

Mr. Parker. Well, there is no program that is yet in sight that 
will wipe out the surpluses very quickly. And that is not only true 
with respect to wheat, it is true with respect to feed grains. But the 
feed grain program that we have recommended to the feed grain sub- 
committee is designed to put acres into the conservation base fast 
enough and over a period of time we will have a target to reduce the 
excess supplies. 

Mr. Avsert. Could we do that for wheat ? 

Mr. Parker. Surely, it can be done. 
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Mr. Avserr. Could we have a payment in kind program and pay 
feed grains for wheat—— 

Mr. Parxer. That is, in substance, what we recommended for feed 

ains, which would certainly apply and is applicable to wheat inso- 

ar as wheat might be regarded as a feed grain. But under the present 
program it is essentially a food commodity. 

Mr. Atsert. Which brings us back to Mr. Smith’s statement, that 
there has not been enough talk about a conservation reserve before 
the committee. Lagree withthat. Either that or some other method, 
because we certainly should be working on a program that within 5 
to 10 years, without destroying the wheat economy of the country, will 
be getting rid of the surpluses. We have to do it gradually, everyone 
recognizes that, or we will destroy communities and farmers. 

r. Parker. Well, the application of the domestic parity program 
would go, in my opinion, a long way toward making an effective 
conservation program feasible. And it would take a lot less incentive 
to get acres out of production if the production of those acres were 
going to be sold in the market place at what they would bring, rather 
than being sold to the Government at some fixed support level sub- 
stantially above any potential market for it. 

Mr. Axsert. I think that is true if we did not have the surplus. 
But, Joe, we have been subsidizing exports, we have been doing every- 
thing we can to get rid of the surpluses, and still we do not know that 
we are going to have enough uses to consume all our production. 

Mr. ParKer. I did not make myself quite clear, I do not believe. 
If you had a domestic parity program in operation, you would have 
the price of wheat relatively ions or at least down to the secondary 
support level in the market place, so that an acre of wheat—let’s 
assume that the secondary level is at 50 percent of parity, it would take 
less incentive to get that acre of wheat out of production, and over in 
the conservation base, than it would be if you had a program sup- 
porting all wheat at 75 percent of parity. 

So I think that with the domestic parity program, you could get 
additional acreage into a conservation base easier and with less cost 
than you can under the existing programs. 

Mr. Aserr. I do not believe that a domestic parity plan would have 
the incentive to produce the quantity of wheat that the present pro- 
gram does. In other words, you get your marketing certificate on the 
basis of your normal yield and your percentage of the domestic quota. 
Isn’t that right ? 

Mr. Parker. That is correct. 

Mr. Apert. It has nothing to do with actual production. 

Mr. Parker. That is correct. 

Mr. Atzerr. Whereas the present support program is based en- 
tirely on actual yield. And if you support wheat at 75 to 90 percent, 
and you raise it within your allotted acreage, you get supports on the 
actual yield. The Department does not think there will be any dif- 
ference in incentive. And Mr. McLain so testified. I think there 
is a difference. 

Mr. Parker. I think there is a real difference in incentive, and I 
think to get any acres out of production of anything, you are going to 
have to have incentive to do it. And if you have the production off of 
an acre of land that is worth 50 percent of parity, whatever it is, 
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it will be easier to get that acre out of production with less cost than 
if you have the production going into Government hands at a higher 
level. 

Mr. Ausertr. And conversely, the farmer would be less apt to pour 
the fertilizer on. 

Mr. ParKer. That is right. 

Mr Auzert. Mr. Smith has a question. 

Mr. Smiru. No, I do not. 

Mr. Warrs. I have one. 

Mr. Arzert. Mr. Watts. 

Mr. Warts. Mr. Parker, it is assumed that under the domestic par- 
ity program, that the average wheat farmer, say he raises 100 acres 
of wheat or a 1,000 acres of wheat, would be better off financially than 
he is under the program that we now have for wheat. Is that right? 

Mr. Parker. Well, I think whether he would be better off finan- 
cially at any given point would depend on what type of alternative 
program you have to offer him. 

Mr. Warts. Well, the alternative is the program we have now versus 
the domestic parity plan. 

Mr. Parker. That is correct. I think he would-be better off now 
than he would be under the existing program. 

Mr. Warts. I was wondering, since it has been demonstrated to this 
committee and Congressman Albert has so competently covered it, 
that we are in a maze of surpluses and it does not look like we will 
work ourselves out of it very quickly, under the most favorable condi- 
tions, that if under the domestic parity plan the farmer was financially 
better off, could we then contemplate a reduction of the minimum acre- 
age provision ? 

Mr. Parker. You mean through some type of a conservation ap- 
proach ? 

Mr. Warts. Well, in other words, if I am a wheat farmer and I have 
an allotment of 1,000 acres, and under the present program I get a 
certain profit on that 1,000 acres; if under the domestic plan that we 
have talked about, or the 2-price plan, my profit on that 1,000 acres 
was to go up, we would say, 10 percent, could I then afford to take 
a reduction in allotment above 10 percent? That way we would be 
working toward a reduction of the surpluses and at the same time we 
would be preserving the income of the farmer at least at the level he 
is getting under the present program. 

Mr. Parker. I do not think that it could work that way because I do 
not think you can calculate it that way. I do not think you can sit 
down and calculate as to whether a farmer will be 10 percent better 
off, or 5 percent better off with any degree of accuracy suflicient enough 
to try to reduce basic allotments on that approach. 

Mr. Warts. Well, of course, you may know what is back of my 
thinking on the subject. In 1955, the tobacco people found themselves 
in a predicament pretty similar to what it looks like wheat is in. 
Our folks got together and said, “We are going to have to cut this 
a. and I introduced legislation, and a number of other folks 
introduced legislation, that provided for a drastic cut of 25 percent 
in our acreage allotments. And, of course, our farmers hollered quite 
loudly, and understandingly so, but at the end of the season the prod- 
uct brought 28 percent more than it did the season before, and we 
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wound up with a net profit of about 3 percent, 3 percent a pound 
over and above what we would have received if we had gone on with 
the large acreage. I was wondering that if as profits mounted under 
any wheat program, could we then visualize maybe a reduction in the 
acreage without suffering a financial loss to the farmers who raise 
wheat? Because they are the ones who are going to be the recipients 
of any good or ill that comes from a long-range program. 

Mr. Parker. Well, it is somewhat difficult to compare an experience 
on tobacco with wheat. 

Mr. Warts. I realize that. 

Mr. Parker. Because you have more elasticity in your demand and 
price structure in your tobacco than you have in wheat. Basically the 

rice level can shift very, very substantially in wheat without chang- 
the demand picture for it. 

Mr. Warts. But it is a fact, though, if we can adopt a program on 
which a farmer can make as much on 75 acres of wheat as he is now 
making on 100, that he could take some reduction in acreage; is that 
not true? 

Mr. Parker. I think that is true with respect to any program, if 
you can get the farm income without having excess acres and pro- 
ducing surpluses, why that is a feasible objective. 

And we think the domestic parity plan does remove some incentives 
for excess wheat production by virtue of the fact that a producer is 
assured of marketing certificates which will provide him some income 
protection for the portion that is sold as food, and he is going to have 
to take what the so-called market will bring for any excess produc- 
tion, at least up to the secondary support level which we will have to 
have in operation for awhile. 

Mr. Warts. But if you put the domestic parity plan in operation, 
and after it had operated a year or 2 years the income of the farmer 
went up then would be the time to talk about whether you could reduce 
the overall] minimum allotment? 

Mr. Parker. I think maybe you will never have to do that if you 
adopt at the same time here a program, commodity program, that 
meets the needs of the feed grains and meets the needs of the tobacco 
and other commodities. And I think then you will have programs 
that will enable them best to market a reasonable quantity, and you 
will have a program that will put over into a conservation base these 
acres that are now producing excesses. 

For example, from 1944 to 1952 or 1953, when we came back into 
production controls on wheat, or during the postwar period, I had 
better put it that way, as we started reducing wheat acreage, those 
diverted acres went into largely feed. The same thing is true in 
cotton. A lot of tobacco acres were the same way. With the result 
that off of a given number of acres that we took out of wheat and 

mut over here into feed grains, we produced almost twice as many 
bushela of feed grains as would have been produced if that had act- 
ually stayed in wheat. 

So you have to have a program, I think, when you talk about being 
in balance, that will do something to these diverted acres. 

Mr. Warrs. I can see then that if you just merely reduce the na- 
tional wheat allotment, it may at the same time increase the amount 
of feed grains, unless you had some place for that 
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Mr. Parker. If you did that alone, you would aggravate the feed 
problem and that is what has happened. 

Mr. Warrs. And one of the faults of the soil bank has been that we 
did not provide, where a farmer put land in the soil bank that he had 
to reduce his overall production. 

Mr. Parker. That is one of the failures, I think, of the present soil 
bank program, and that is why it did not do anything, there were no 
incentives there to get other types of grain out of production. 

Mr. Warrs. One more question ‘and I am through. Does the 
Grange have any recommendation about the 15-acre provision ? There 
have been some recommendations by other witnesses. 

Mr. Parker. On the 

Mr. Warts. The 15-acre provision for wheat, where anyone is per- 
mitted to grow 15 acres irrespective of allotment ? 

Mr. Parker. Well, do you mean under the existing program or—— 

Mr. Warts. Under the existing program or any new program that 
might be developed ? 

Mr. Parxer. Under the bill that the Grange has supported, and I 
assume under the bill introduced by the chairman, there is no provi- 
sion for the 15-acre exemption. The 15-acre exemption in the present 
law is merely a relief from the marketing penalty, and since there are 
no marketing penalties involved with the domestic- -parity program, 
that particular problem would not come into play. 

Mr. Warts. The reason I brought it up, I think it was the Farm 
Bureau yesterday, wasn’t it, Mr. C ‘hairman, who testified they were in 
favor of repealing the 15-acre provision ? 

Mr. Apert. Well, I think they testified that they would like to 
have their program of either getting completely away from all con- 
trols, or if we were going to have a control program, to include the 
15-acre provision and to tighten controls. As I understand it, these 
bills do not go to the question of the 15 acres at all, they just merely 
change the method of supporting prices. 

Mr. Parker. I think that is right. 

Mr. Auserr. But I would like to ask this question about the 15-acre 
provision, because what you have been saying, Joe, about feed grains 
going into diverted wheat acreage and cotton acreage and so forth 
is also true of 15-acre wheat. As the support programs have come 
in we have seen more 15-acre wheat farms appear, particularly in the 
eastern part of the country, haven’t we? 

Mr. Parker. I think that is true. And then of course, Congress 
just a year ago passed this further amendment to let anyone produce 

up to 30 acres for feed. We do not think it is a policeable thing, 
namely, it probably is not all going for feed on the farm where it is 
produced. Actually our recommendation is that we get to the bill 
that the Congress did pass as a part of H. R. 12, as being the real 
solution to a sound workable program for wheat, and quit trying to 
patch it up with little amendments to a 15-acre provision, or to the 
30-acre provision, because they both do nothing but aggravate the 
problem. 

Mr. Axpert. Well, of course, you cannot get rid of the 30-acre 
provision. 

Mr. Parker. No—— 
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Mr. Ausert. We are not operating in a vacuum. There are more 
votes in the northeast and on the eastern seaboard than there are in 
the whole Wheat Belt put together. Those areas wanted it much 
more liberal than we ever made it, and were insisting on it, and it 
got to the point where we were either going to give them some relief 
or see the whole program seriously injured. 

Mr. Parker. That is right. They insisted on it because they 
wanted to have some feed wheat. But the domestic parity program 
would give them that, and solve their problem in a far better fashion 
than the 30-acre provision because it leaves them free to grow wheat 
for feed. 

Mr. Arserr. Let me ask you this: Would you be in favor of an 
amendment to the 15-acre provision to provide that no farm shall 
be eligible for the 15-acre provision that has not grown wheat for a 
period of 3 years? My understanding is in these periods when the 

rice of wheat goes up and when other allotments come in, you start 
snocking down corn allotments, I mean corn acreage and cotton acre- 
age, you start getting new 15-acre wheat men. 

Mr, Parker. I think that is right, and I think that is the real 
problem. When you get acres reduced in other crops, then you get 
15-acre farms. But I think the more—— 

Mr. Axzgerr. We do not want to do injury to the little fellow, and 
we would be accused of that if we knocked out the 15-acre man. How- 
ever, we could limit the provision to wheatgrowers without being 
accused of injuring the little man, because I think it does help the 
little man personally. 

Mr. Parker. I think a sounder approach, though, is some type of 
sound conservation base program that would handle the diverted 
acreage whether they come from cotton or from wheat or from corn 
or what not, rather than trying to solve that with something on the 
15-acre provision with respect to one commodity. 

Mr. Avsert. I think that is a good suggestion. 

Are there any other questions ? 

Mr. Parker, the committee thanks you for your very valuable 
contribution. We know that you are one of the great living students 
of agricultural legislation, and we appreciate the fact that you have 
given us so much time. 

Mr. Parker. Thank you, Mr. Chairman. It is always a great 
pjleasure to appear before this committee. 

(The statement of Mr. Joseph O. Parker is as follows :) 


STATEMENT OF JOSEPH O. PARKER, LEGISLATIVE CONSULTANT OF THE 
NATIONAL GRANGE 


The National Grange commends this subcommittee for its efforts to do some- 
thing constructive toward a solution to the problem of wheat and the problem 
of agriculture generally. 

The continued weakening of the relative position of agriculture in our national 
economy was discussed by Mr. Newsom, the national master, in his appearance 
last week before the House Committee on Agriculture. The widening disparity 
between income from farming and other segments of our economy has created 
imbalances which are now being recognized as important contributing factors 
to the current business recession. We have already lost valuable time by our 
failure to adopt positive programs to solve the problems of agriculture. The 
National Grange strongly supports this committee in its efforts to move forward 
and secure the adoption of constructive programs. 
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Throughout the period since the close of World War II, the National Grange 
has urged adoption of the domestic parity concept as the foundation upon which 
to build long-run agricultural programs for our basic export crops. This concept 
applicable to rice was incorporated into law as a part of the Agricultural Act of 
1956, but it is discretionary with the Secretary of Agriculture whether it shall 
be put into action. A domestic parity plan for wheat, similar to that for rice, 
except that the plan would have gone into operation on a favorable vote of the 
producers of wheat, was included in the 1956 agricultural bill which was vetoed 
by the President. 

Although there is increasingly greater agreement among members of Congress, 
farm leaders, agricultural economists, and farmers that the present price-support 
programs are inadequate to meet the current need of our export crops, agreement 
ends there. More and more attention, however, is being focused upon a com- 
modity-by-commodity and domestic parity approach recommended by the National 
Grange. 


PRESENT WHEAT PROGRAM INEFFECTIVE 


There can no longer be any reasonable doubt of the failure of the present pro- 
gram to meet the needs of wheatgrowers. It is ineffective, wasteful, and detri- 
mental to wheat producers. It adversely affects producers of corn and livestock 
as well as agriculture as a whole. It restricts market opportunities, and it is 
incompatible with an agricultural policy aimed at greater freedom from Govern- 
ment controls and increased reliance on individual initiative and private enter- 
prise. 

The flexible support program under the Agricultural Act of 1954, which estab- 
lishes price support within a range of 75 to 90 percent of parity, depending upon 
the level of supply, is predicated on the validity of the proposition that needed 
adjustment in supplies can best be effectuated solely through price adjustments 
rather than through production adjustment programs or other techniques. This 
theory may have applicability to crops where demand is responsive to price, but 
price-support level adjustments cannot be relied upon for all agricultural crops 
to bring about needed adjustments between supplies and markets. Wheat is 
a notable example. Consumption of wheat is practically unaffected by price, 
except at price levels where it can be fed to livestock or sold into the export 
markets. Under present legislation which limits flexibility of support levels to 
a range from 90 percent down to 75 percent of parity, wheat producers have no 
access to the markets in which consumption can be increased through lower 
prices. Thus, the continued application of flexible price supports to wheat means 
nothing but reduced income to wheat farmers. Consumption will not be in- 
creased. New markets will not be established. Wheat producers will continue 
to be denied the right to compete in the export trade, which, instead, will continue 
to be carried on by a Government-operated, subsidized, two-price system at the 
expense of the general taxpayer. Surpluses over and above domestic food 
requirements and subsidized export outlets will be unloaded upon the Government 
for indefinite storage, spoilage, or eventual disposal into wasteful uses. 

The wheat program operated under present legislation must be unqualifiedly 
rejected upon the grounds that it aggravates rather than alleviates the preblems 
of declining prices and declining income facing wheat producers, now and in 
the years to come. Instead of correcting the imbalance between wheat supplies 
and markets and the resulting hardships to wheat producers, the continued opera- 
tion of the present flexible price-support program will only serve to further reduce 
prices and income to wheat producers on top of the losses which they have already 
suffered from the drastic curtailment in volume of production and the progressive 
lowering of support levels. 

Despite the stringent acreage and marketing controls imposed upon wheat 
producers since 1954, reducing wheat acreage 23 million acres or about 30 percent, 
wheat supplies have continued to pile up. Strenuous efforts through temporary 
programs under the Agricultural Trade Development and Assistance Act, the 
Mutual Security Act, and the Soil Bank Act, with a big assist from the drought, 
managed to cut carryover of wheat as of July 1, 1957, only 130 million bushels, 
to about 905 million bushels from 1,033 million bushels a year earlier. Unless 
there are major crop failures, little further reduction is expected in the years 
ahead. 

Perhaps the clearest evidence of the failure of the flexible support program 
under the Agricultural Act of 1954 is the proposal that the Secretary of Agricul- 
ture have authority to set price supports on wheat (and other commodities) at 
any level between 0 and 90 percent of parity which, in his discretion, would en- 
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courage all current production to move into use through private marketing 
channels. 

If price supports were lowered to such levels as to permit all current produc- 
tion to move through commercial markets, net farm income, it is estimated, 
would decline about 20 to 25 percent from current levels. There is little doubt 
that if wheat price supports were lowered to such a level, wheat prices would 
fall to about domestic feed grain price levels. A report of the Department 
of Agriculture to the Senate Committee on Agriculture during the last session 
of Congress indicates that feed grain supports would have to be lowered to 
60 percent of parity to prevent further accumulation and achieve some reduction 
in stocks. This would indicate a need to lower wheat price supports to about 
50 percent of parity to obviate the need for Government export subsidies and 
to eliminate the danger of accumulation of surpluses in the hands of the Gov- 
ernment. A drop in the support price to this level without an increase in acre- 
age allotments would result in a decline in the farm value of the wheat crop 
about $1,200 million. This is only one-half of the value of the crop in recent 
years and only about one-third of its 1947 value. 

Such a reduction in farm values would surely spell disaster not only to farmers 
but to our national economy. 

So long as we pursue the policy of fixing prices as we do under the present 
wheat-support program, we will be caught on the horns of a dilemma. We will 
either have to fix prices so high as to price wheat out of many of its natural 
markets and make the Government itself the principal market, or we will have 
to fix prices low enough to permit entry of wheat into the feed and export 
markets of the world. If the first course is followed, massive subsidization 
of exports will have to remain a permanent feature of the program. This will 
also require extensive involvement of Government into the business of buying, 
storing, and merchandising of wheat in competition and interference with the 
marketing functions of the private trade. This involvement has already reached 
such great proportions as to challenge the very principle of freedom of private 
enterprise. If the latter course is followed, wheat farmers will be compelled 
to sacrifice a fair return on that portion of the crop which is used domestically 
for food in order that they might have access to the world markets. 

The Soil Bank Act, which is designed to deal with the problem of accumulated 
surpluses and to reduce surplus stocks by making payments to farmers for 
reducing the acreage below the allotments established and liquidating surplus 
stocks by the equivalent of the production reduction so affected, has undoubtedly 
helped to hold crop production in 1957 a little below what it was in 1956. But. 
even if the plan should be effective over a period of years in reducing surpluses 
to more normal proportions, it would contribute nothing toward the solution of 
the problem of shrinking markets, declining prices, and declining income to 
wheat producers unless the payments made to producers assumed such magni- 
tude as virtually to amount to large-scale compensation of wheat farmers for 
relinquishing their basic right to produce—a course of action not acceptable 
to wheat farmers—a course of action not likely to be long tolerated by the 
public—and a course of action clearly incapable of assisting to raise farm 
income. Although no one should attempt to minimize the problem of surpluses, 
neither should we permit the surplus problem to stand in the way of the adoption 
of new and improved programs which will attack the problem at its source. 
It should also, we believe, be stated and restated that the Government itself 
rather than the farmer is largely responsible for the surpluses that have been 
amassed. Producers, especially wheat producers, have no voice in developing 
production and price policies which are solely determined by the Government. 
If the Government, as it did, tells wheat farmers for 3 successive years that the 
market outlook for wheat is such that the requirements of law to impose acre- 
age allotments and, if necessary, marketing quotas can be dispensed with and 
high-level rigid price support can be had for unlimited production, then farmers 
cannot be blamed for responding to such Government guidance and for the 
disastrous consequences of such action. The soil bank program is recognition 
in part of the fact that farmers cannot justly be called upon to bear the full 
burden of correcting the surplus problem. 


DOMESTIC PARITY PLAN 


The problems and difficulties that attend programs of supporting wheat prices 
without sacrificing the basic-income protection or without sacrificing markets 
can be resolved by a method of price support which gives producers access to 
the markets where demand responds to price while limiting the parity price 
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objective to the market in which consumption cannot be increased through price 
incentives. The only effective means that we know of to acomplish that objec- 
tive is the domestic-parity plan. 

The essentials of the domestic-parity plan are: 

First, at the beginning of each marketing year, the Secretary of Agriculture 
would determine the portion of the wheat crop which would go into consump- 
tion for human food. This amount, which for years has been a little less than 
500 million bushels, would be the domestic food quota. This amount would then 
be allotted among wheat farmers of the Nation substantially on the same basis 
as acreage allotments are now made, except that in this case the acreage would 
be translated into bushels and the share of each farm would be in bushels. 

Second, each farmer would receive a certificate stating in bushels his share 
of the estimated domestic consumption of wheat for food. 

Third, this certificate would have a value in dollars and cents representing 
the difference between the average market price of wheat (as estimated in ad- 
vance by the Secretary of Agriculture) and 100 percent of parity. 

The marketing certificates would be negotiable drafts on the Commodity 
Credit Corporation. They could be issued to farmers ahead of harvesting time, 
thereby helping them to finance farm operations during the high-expense season. 
The certificates could also serve to some extent an insurance against low-crop 
yields. 

Fourth, the domestic-parity plan is self-financing. Each miller or processor 
of wheat into human food would have to purchase (from growers or from the 
Government) certificates covering the total amount of wheat processed for do- 
mestic consumption as human food. It would not be necessary for farmers to 
deal directly with millers because the Commodity Credit Corporation would act 
as the clearinghouse. 

Fifth, the value of the certificate plus the price received in the market place 
will return to growers the equivalent of full parity on that portion of the crop 
consumed domestically as food. For the portion of the crop used for feed or 
export, growers would receive whatever the wheat sold for in the market place. 

Under such a program, free market prices would be established, with the 
function of price supports, to the extent that their continued use might be neces- 
sary, relegated to a floor under the market. Wheat producers would be able 
to compete in export trade on a quality basis, without the need for Government 
subsidization. They would have the opportunity to regain their historical share 
in the domestic feed market instead of selling the surpluses produced over and 
above domestic food requirements to the Government. There would be unre- 
stricted movement of wheat under free competitive conditions at all stages of 
marketing from the farm level to the eventual processor or exporter without 
Government interference. The marketing functions which the Government now 
performs in its large-scale wheat buying, storing, and two-price merchandising 
activities would be restored to the private trade. 

The functions of the Government would be limited to assisting producers to 
operate a domestic marketing program which would restrict the parity-price 
objective of present legislation to the portion of the United States wheat produc- 
tion which is used domestically as food. To enable producers to obtain parity 
in the market place instead of deriving it from the Federal Treasury, processors 
of wheat for the domestic food market would be required through the purchase 
of certificates to pay a price for wheat processed for domestic consumption as 
food which would provide growers with a return equal to parity. 

The domestic parity plan has frequently been referred to as the “two-price 
plan” or “multiple-price plan.” It has also been referred to as a “three-price 
plan.” None of these terms is accurate and reference to the plan in such a 
manner has actually been the cause of some misunderstanding and confusion. 
It does not accurately describe the domestic parity plan, because under it there 
are not two prices. All wheat will be sold freely in the market plan on the 
basis of supply and demand and the prices will be established freely by com- 
petition and not by Government edict. The domestic parity plan actually is 
nothing but a system of marketing which is designed to give producers a method 
of obtaining a return equal to full parity for that portion of the crop which is 
consumed domestically for human food, and only the going free market price 
for the portion used for feed or export. 

A loan program would be continued at a level which would prevent any 
possibility of wheat supplies depressing feed grain or world wheat prices. 
Acreage allotments would also be continued as long as acreage allotments are 
continued on corn and other feed grains. However, if feed grain price supports 
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are lowered and acreage allotments eliminated as has been suggested, there 
would be no need for continuing wheat acreage allotments. Under the domes- 
tic parity plan, even though a loan level was established as low as 50 percent 
of parity, producers by receiving a return equivalent to full parity on the wheat 
used domestically for food would receive a total income equivalent to the cur- 
rent program with supports at 75 percent of parity. But controls would be 
eliminated, Government costs greatly reduced, wheat marketing would be re- 
turned to private trade channels, and markets would be expanded. 


OBJECTIONS TO DOMESTIC PARITY NOT VALID 


During the many months of analysis and discussion, a number of objections 
have been put forth against the domestic parity plan. In our opinion, these 
objections are either a result of misunderstanding or can be creditably answered 
by pertinent facts and analysis. A few are perhaps among the imponderables, 
which can rightly be ascertained only with trial and experience, but they should 
not be an obstacle to its adoption. 


Domestic price of bread 


Those who have opposed the domestic parity plan have contended that the 
system of marketing involved in this plan represents in effect a bread tax 
imposed upon our domestic consumers for the benefit of another group in our 
economy, that is, wheat producers. 

Such contentions are entirely without foundation in fact and reflect, to say 
the least, a misconception of all Government price-support programs for agri- 
culture. Regardless of whether wheat prices are supported at various levels 
for the entire crop as under present programs, or at parity for the domestic 
food portion of the crop, as under the domestic parity plan, the domestic con- 
sumers pay producers a higher price than they would have to pay under a 
system of completely free market prices. Under present program, however, the 
consumer does not only pay the higher price resulting from production adjust- 
ment and the price-support program—but as a taxpayer he also pays the subsidy 
required to move wheat into export channels. 

The cost to the miller of the wheat equivalent of a loaf of bread is so small 
that the price of wheat is practically no factor in the price of bread. Historical 
analysis of variations in the price of wheat and the retail price of bread does 
not reveal any positive correlation. The Department of Agriculture, upon 
conducting a study of marketing margins and costs for white bread, arrived at 
the conclusion that “whatever lies ahead for wheat prices will have little effect 
on bread prices” (Marketing and Transportation Situation, February 17, 1954). 


Fairness of domestic parity 


The Department of Agriculture in a report to the Senate Committee on Agri- 
culture and Forestry made the comment that wheat producers who had been 
growing high-quality milling wheat would likely consider as inequitable the 
apportionment of certifictaes to producers based on total production irrespective 
of the market outlet into which the wheat is moved. Such disapproval largely 
stems from a misunderstanding of the provisions of the plan and the effect 
which its operation would have on prices received by producers for the different 
classes and qualities of wheat. 

Although producers of all wheat and in all areas of production would receive 
the same proportional allotment of marketing certificates relative to their normal 
production, the per bushel value of the certificate is based on the average sea- 
sonal United States price received by producers for all wheat. Therefore, 
producers of quality wheat who are now receiving a premium in the market 
would be receiving certificates, the monetary value of which would be greater 
than the difference between the actual market prices for such premium wheat 
and the parity price. Thus, producers of premiums quality wheat. would benefit 
by market premiums on all such wheat sold and not just on the amount covered 
by certificates. 

On the other hand, the classes and qualities of wheat which are in surplus and 
for which adequate commercial outlets cannot be found would be selling at vary- 
ing discounts under average market prices. Producers of such wheat, instead of 
being able to avail themselves, as under presnt programs, of price support at a 
level which is above market values by delivering their wheat to the Government 
in default of nonrecourse loans, would under the domestic parity plan have to 
rely on export and feed market prices for their production. 
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Although these facts clearly illustrate the misconception inherent in comments 
coming from high official sources and others that the method of allotment of 
marketing certificates would be unfair to those wheat farmers who produce 
wheat primarily for the domestic food market, it is difficult to see how present 
acreage allotment and price-support programs could be considered by such persons 
as being equitable to such producers. Under the present method of apportioning 
acreage allotments and determining price supports the needs and preferences 
of the market are almost completely ignored and producers of low-quality wheat 
fare as well as producers of high-quality wheat. The programs now in effect, 
therefore, not only encourage the production of classes and qualities of wheat 
unwanted by mills and exporters, but operate to the disadvantage of producers 
of high-quality wheat. Whereas, under domestic parity the advantages accru- 
ing to wheat farmers would be in direct proportion to the quality of the wheat 
produced and the contribution toward meeting the needs and preferences of 
domestic flour mills instead of being determined by Government edict. Export 
prices and the amount of wheat to be exported would be determined by the 
forces of supply and demand. In comparison with present procedures, the 
domestic parity plan would seem simon-pure and the dumping argument sheer 
misunderstanding. 


Domestic parity would terminate export dumping 


There are no valid reasons for believing that a wheat program which restores 
to United States wheat producers freedom to compete with other exporting 
countries in the world wheat market, would invite export policies which could 
be construed by other countries as export dumping and result in retailiatory 
measures and unfavorable international trade relations. On the contrary, there 
would be greater incentives to cooperate with other countries in sharing, under 
international agreements or otherwise, the world markets for wheat than exist 
under the operations of the present programs. Under our present Government 
subsidized two-price marketing system, the extent of subsidization of export 
sales is entirely a matter of administrative policy with producers deriving the 
greatest benefits from the lowest export prices established by the Government. 
Wheat producers suffer no losses from a program of export dumping under which 
public funds are appropriated for the purpose of making United States wheat 
competitive in export trade, a policy to which, however undesirable, our Gov- 
ernment must under the operation of the present price-support program inevitably 
resort on an increasing scale. 

Under the operation of the domestic parity plan, export dumping would be 
eliminated, since no public funds would be used for subsidizing exports. Pro- 
ducers, instead of deriving the greatest benefit from the lowest export prices as 
under present programs, would suffer the greatest losses under such conditions. 


Wheat domestic parity program will benefit feed grains 


Perhaps the principal voice raised against domestic parity for wheat has come 
from corn spokesmen. It is a feedbin argument or fear that the Corn Belt and 
other feed producers will be hard hit by feed wheat. Such fears do not seem 
well-founded because all evidence points to the fact that increased acreages of 
wheat would reduce rather than increase the total supply of feed grains. This is 
because an acre of wheatland in the principal wheat-producing areas produces 
less feed when it is planted to wheat than it does when it is planted to corn, 
barley, oats, or grain sorghums. The present corn and feed grain problem has 
in fact been aggravated by acreages which were formerly seeded to wheat being 
diverted to feed grains as wheat acreages have been reduced under the control 
program, with the result that more feed is being produced from such acreages 
than would be if such acreage were seeded to wheat, even if all such wheat went 
into feed uses. 

Further protection to corn and feed grain producers is afforded by the au- 
thority which would be given to the Secretary to establish a support price plan 
on wheat in line with price supports on corn and feed grains, thus preventing 
any possibility of a price disparity which would adversely affect corn or 
other feed grains. 

SUMMARY 


In summary, the domestic parity plan would result in the following advan- 
tages to wheat farmers, other agricultural producers, the private grain trade, 
the Government, and the general public: 

(1) Wheat farmers would regain their historic right to compete fairly and on 
a quality basis in the markets of the world without being compelled to sacrifice 
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their income protection in the domestic market; they would be relieved of the 
unavoidable pressure for future curtailment of acreage production and, at the 
same time, the declining trend of their incomes would be halted; they would no 
longer have to relp upon appropriations of public funds for subsidizing exports, 
whether under international agreements or otherwise; abolishment of market- 
ing quotas would restore greater freedom and initiative in the planning of farm 
operations in accordance with changing production and market conditions and 
the dictates of their own judgment; there would be greater rewards for quality 
production than under present programs, and the resulting incentives toward 
raising the overall quality of the United States wheat crop would put the United 
States back in international wheat trade as a historic competitor on a quality 
basis. 

(2) Other agricultural producers would be relieved of the pressure of acreage 
diversions of wheatland to other crops for which price supports are available 
for unlimited production thereby tending to reduce feed grain production and 
imparting greater stability to all segments of agriculture. 

(3) The grain trade would directly benefit from the large scale withdrawal of 
the Government from the marketing functions it now performs in buying, ware- 
housing, and merchandising an increasing portion of the wheat crop in direct 
competition and interference with privte enterprise ; and the reestablishment of 
competitive market prices and the unrestricted movement of all wheat in all 
stages of marketing, domestic and export, would restore to the grain trade its 
traditional marketing function on a free competitive basis. 

(4) The Government would be relieved of appropriating large public funds for 
operating a two-price marketing system under Government auspices under which 
the entire wheat crop is supported domestically at prices substantially above 
export prices with supplies in excess of domestic requirements subsidized into 
export channels or placed in storage; marketing quotas could be dispensed with, 
thus obviating the need for large sums of money to administer such quotas or to 
enforce special legislation exempting from marketing quotas producers who 
feed the entire wheat crop on the farm where produced. 

(5) The general public would be relieved of the burden of the cost of wheat 
export subsidies, and of the cost of aimless, excessive and wasteful storage 
operations amounting to several hundred million dollars a year. 


Mr. Axpert. Is there anything else to come before the committee 
today? Well then, if there is nothing further today, the committee 
stands adjourned until 10 o’clock tomorrow. 

(Whereupon, at 11:30 a. m., the hearing in the above-entitled 
matter was adjourned, to reconvene at 10 a. m., Friday, April 25, 1958.) 
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ACREAGE ALLOTMENT—PRICE SUPPORT—IMPROVED 
FARM PROGRAM 


FRIDAY, APRIL 25, 1958 


Hovusr or REPRESENTATIVES, 
ComMopiry SUBCOMMITTEE ON WHEAT 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 
The subcommittee met, pursuant to recess, at 10:10 a. m., in room 
1310, New House Office Building, Hon. Carl Albert (chairman of the 
subcommittee) presiding. 
Present: Representatives Albert (presiding), Watts, Hill, Belcher, 
Smith, and Krueger. 
Mr. Avpert (presiding). The committee will please come to order. 
Before hearing any of the witnesses, I have a few unanimous con- 
sent requests to make. 
Without objection there will be inserted at this point in the record 
a statement by William A. Quinlan, general counsel, Associated Retail 
Bakers of America, on the subject of the domestic parity plan. 
(The document referred to is as follows :) 


STATEMENT OF WILLIAM A. QUINLAN, GENERAL COUNSEL, ASSOCIATED RETAIL 
3AKERS OF AMERICA 


The Associated Retail Bakers of America respectfully urges the Wheat Sub- 
committee to reject the two-price plan or certificate plan in any and all of its 
variety of forms. 

We believe the plan to be unrealistic and impracticable, and therefore against 
the general public interest, as well as the particular interests of farmers, proces- 
sors, and distributors. 

The plan can be generally summarized as follows: 

The Secretary of Agriculture would make a prediction as to how much wheat 
our own country would need for human food during the next year. He would 
divide that total up among the wheat farmers by giving each a quota in bushels. 

Then the Secretary would make a prediction as to what the average actual 
farm price per bushel of wheat in this country would be during the next year. 
The difference between that predicted price and parity, or a prescribed percent- 
age of parity, would be the amount of subsidy per bushel for the farmer. Each 
farmer would get that amount of subsidy per bushel, multiplied by the number 
of bushels in his quota for domestic food use. 

Since the farmer might or might not sell his wheat at the average price pre- 
dicted by the Secretary as a basis for the subsidy, he could end up with more or 
less than parity or the prescribed percentage of parity. 

The Government would get the money for the subsidy by requiring the flour 
miller or other first processor to pay a processing tax on each bushel of wheat 
milled for domestic food use. It would not be called a processing tax—the miller 
would have to buy a certificate—but it would be the same without the name. 

To describe the plan is to condemn it. 
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Its administrative complexities and obstacles would be staggering—not the 
least of them being the difficulty or impossibility of predicting with sufficient 
accuracy domestic demand and especially selling prices for a future year. 

Some have said that the plan is desirable ‘because it would get the Govern- 
ment out of the farm.” But it would not get the Government out of the farm in 
any real or practical sense, when it would saddle a commodity of the farm with 
such a structure of unworkable taxation and subsidy. 

Some have said that the plan is desirable because the taxpayer would no 
longer have to pay for a farm program—that “the man who eats the bread would 
pay the bill.” But that ignores both the fact that the basic justification for 
special aid to agriculture has been that the soundness of the whole economy, and 
therefore the interest of the entire public, depends upon a healthy agriculture, 
and the fact that placing a special burden of taxation on the farmer’s product 
will tend to discourage consumption of that product in all its forms. 

We respectfully urge the subcommittee to disapprove all bills in which this 
plan has been or may be proposed. 


Mr. Avserr. And without objection, a representative of the whole- 
sale bakers may also have permission to insert his statement at this 
point in the record, and that statement will be inserted when it is pre- 
pared and furnished to the committee. 

(The statement referred to is as follows :) 


STATEMENT ON Two-PRICE PLAN FOR WHEAT, BY JOSEPH M. CrEED, COUNSEL, 
AMERICAN BAKERS ASSOCIATION 


Mr. Chairman, we greatly appreciate the opportunity you have afforded us to 
appear before this committee today to express our views on the various bills 
which have been introduced to establish two separate prices for wheat, namely 
one for wheat which is sold domestically and a lower price for wheat which is 
sold abroad. I appear here on behalf of the American Bakers Association which 
represents the wholesale baking industry in the United States, including Hawaii 
and Alaska. The baking industry is very much interested in any program which 
involves wheat, since that is the major ingredient of bread and to a lesser degree 
in cakes and pies. We use more than 300 million bushels of wheat annually, 
which makes us by far the largest user and customer of the wheat farmer. We 
are vitally interested in his welfare and continued prosperity. If we had our 
way, we would like to see our use of wheat and wheat flour doubled. If this 
were brought about, the problem of surplus wheat would be relatively insignifi- 
cant. Unfortunately, the statistics on the domestic disappearance of wheat have 
indicated an almost continual decline in the last 40 years with the exception of 
the war years, 1942 to 1945. All of us are familiar with the reasons which have 
brought this decline about—the greater availability of other foods and the rising 
level of national income have resulted in a decreasing dependence on this basic 
commodity. 

Consumption of some foods such as citrus have enjoyed tremendous increases 
in the past 25 years, much of it at the expense of wheat and wheat-flour prod- 
ucts. The baking industry for many years increased its per capita consumption 
of bread no faster than did the population. Only in the last few years have 
there been indications that consumption is enjoying a slightly greater growth 
than the population. 

The technique, as outlined in these bills, would permit all flour which is sold 
in the world market to be sold at whatever price level such wheat will obtain 
in competition with wheat from other exporting countries. Wheat for domestic 
use would be handled under a complicated system which would require the Sec- 
retary of Agriculture to determine by July 1 of each year the quantity of wheat 
which he expects to be consumed in the following marketing year. The domestic 
food quota for wheat less a maximum reserve of 1 percent would provide the 
basis of apportionment of State wheat quotas for counties in wheat producing 
States on the basis of the total production of wheat in such counties during the 
5 calendar years immediately preceding. Thereafter the Secretary would issue 
county marketing certificates aggregating the amount of the county’s domestic 
food quota. These certificates generally would be issued to the farm operator. 
Additionally, the Secretary would also sell marketing certificates in such quan- 
tities, as may be required, to persons processing wheat into food products. (This 
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provision does not specify what criteria would determine the issuance of addi- 
tional certificates.) The Secretary, once he had proclaimed a domestic food 
quota for wheat, would thereupon determine: (1) The estimated parity price 
and the estimated farm price for wheat; (2) the value of the marketing certifi- 
cate. The value of this certificate must be equal to the amount by which the 
estimated parity price exceeds the estimated farm price. The Secretary would 
then buy and sell these certificates at their prescribed value through the Com- 
modity Credit Corporation. 

Under section 380 (e) of the proposed legislation all persons engaged in the 
processing of wheat into food products, composed wholly or partly of wheat, 
would be prohibited from marketing any such products for domestic food con- 
sumption or export containing wheat in excess of the quantity for which he 
had acquired marketing certificates. It is not clear from the language of the 
bills whether this prohibition would reach down to the baker. Provision is made 
for a referendum to determine whether wheat farmers would favor such a pro- 
gram; and, if more than one-half of the farmers voting in the referendum favor 
the program, it would become effective. 

What would be the effect of this program on the consumer and the baking 
industry? Millers would be required to purchase from the Commodity Credit 
Corporation an amount of certificates equal to the value of the wheat they 
process. Wheat farmers would redeem the certificates which had been issued to 
them by the Secretary with the Commodity Credit Corporation. The payments 
by the millers to the Commodity Credit Corporation presumably would provide the 
funds. The millers, having purchased the marketing certificates, could naturally 
be expected to add the cost of such certificates to the price of the flour which is 
sold to the baker. The bakers in turn, whose margin of profit leaves them no 
possible area for absorption of this charge, would be forced to increase their 
prices to the consumer or to operate at a loss; thus the cost of the marketing 
certificates would be passed on to the consumer through higher prices. A 
processing tax would be levied upon consumers of bakery products for the 
specific benefit of a special group of citizens, namely the wheat farmer; thus 
we have, in effect, class legislation through the taxation of one group of our 
citizens for the specific benefit of another. The Tax Foundation has estimated 
that the buyer of a loaf of bread already pays a total of 151 indirect taxes. 
We strenuously object to the imposition of any more taxes on bakery products. 
We raise serious question as to the principle of such a tax for the benefit of a 
special group. 

We cannot stress too strongly our desire and fervent wish that the con- 
sumption of wheat would increase substantially. We believe the problem is one 
of increased consumption rather than price juggling through a program such 
as this. It is our opinion that an approach such as proposed in the pending 
legislation, which deals only with price, misses the target of increased con- 
sumption. Our industry has sponsored a nationwide program since 1946 financed 
through voluntary subscriptions of our member companies to stimulate increased 
consumption of bakery products. This has benefited the wheat farmer. We 
would like to see wheat farmers at the State levels develop a program for con- 
tributing so much per bushel of wheat sold. Such funds could be added to those 
from the baking industry as a self-help measure to stimulate increased con- 
sumption. 

We know that responsible leaders in the wheatgrowing States have given 
consideration to such an approach. If it could be worked out, and we think it 
can, we believe that this would go far to increase the consumption of wheat 
through the greater consumption of bakery products. As a further suggestion, 
it would seem logical that the Department of Agriculture give greater emphasis 
to the consumption of wheat products than it does. We are all aware of the 
good work the Department does in stimulating increased consumption of dairy 
products; yet its efforts to encourage increased consumption of wheat products 
have always appeared to us to be less than commensurate with its investment 
in wheat holdings. 

We sincerely hope that a solution to the oversupply of wheat will be forth- 
coming. We are convinced, however, that the proposals contained in the bills 
before this committee, calling for a two-price system for wheat, will only com- 
pound the difficulties of the wheat farmer without providing a solution. They 
should, therefore, be rejected. 
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Mr. Axpert. I have here also a resolution which was adopted by 
the Farmers Cooperative Grain Dealers Association of Uklahoma at 
their annual convention on April 10, 1958, entitled “Price Support 


Program.” Without objection this statement will be inserted in the 
record. 


(The statement referred to is as follows :) 
PRicE SUPPORT PROGRAM 


(This resolution was adopted by the Farmers Cooperative Grain Dealers 
Association of Oklahoma at their annual convention on April 10, 1958.) 

We have carefully analyzed our resolution of 1957, in the light of subsequent 
developments; and with certain additions and clarifications as italicized herein, 
we feel it is still a logical statement of principles and recommendations. 

We wish to emphasize however that a resolution does not automatically be- 
come a part of the statutes. It will require individual effort and contact on the 
part of each member with his Congressman and Senators. If the resolution is 
worth adopting, it is worth fighting for. 

We strongly reaffirm our position that our grain farmers desire only oppor- 
tunities comparable to other segments of society and seek only their fair share 
of the national income. We continue to feel that the parity principle, which 
includes the fair-exchange value concept along with an equitable support price 
program fairly administered, will help to accomplish that end and operate not 
~_ to the best interest of our grain farmers, but also to the general public as 
well. 

We realize that technological advances and improvements in land management, 
may in future years bring about some need for changes in parity formulas. We, 
however, do not agree that the so-called modern parity formula now in effect 
is equitable insofar as grain is concerned. It is difficult for us to understand 
how with farmers’ costs of production continuing to rise, any formula that lowers 
the parity price can be viewed as equitable. 

It is our carefully considered opinion that flexible price supports have in- 
creased rather than decreased our grain surpluses. We realize that sound 
economic procedure requires that when grain prices are supported, rigid acreage 
controls and marketing quotas must be in effect, and efficiently administered. 
We agree that acreage taken out of production of one commodity should not be 
allowed to produce farm products in competition with other supported agricultural 
products. 

We feel impelled to reaffirm our position and to urge that our support price 
program now in effect be amended to provide a support price of 90 percent of 
old parity. We, of course, understand that the operation of the support price 
program is not all that is necessary to bring about parity income for grain 
producers, but we have learned by experience that it has a great bearing on 
grain prices. We feel that equitable grain prices are imperative at this time 
and not only to the welfare of grain farmers, but to the general economy of our 
Nation as well. 

We are further concerned over the lack of any production restrictions applied 
to growers of 15-acre wheat patches. During the past 3 years, these unregulated 
farms have contributed over 250 million bushels to our surplus stocks of wheat. 
Collectively, these small acreages constitute an important factor in our wheat 
economy; and we consider it inequitable that they should participate in the 
benefits of the wheat program, without bearing their just share of the restrictive 
burdens incidental to acreage allotments, marketing quotas, and penalties. 

We are deeply concerned over the fact that the combined results of the soil 
bank, and the assignment of marketing quotas, are not effecting the reduction 
in wheat acreage which we believe is necessary to bring our production into 
reasonable balance with utilization. Our investigations reveal that one of the 
principal weaknesses of our present program is that there is no adequate deter- 
rent against overseeding. Many thousand acres are today overseeded, and 
our entire wheat program is in danger of collapsing from abuse. 

As an example, a producer under the present law who consistently ignores 
the program and overseeds both his acreage allotment and his acreage base 
not only penalizes his neighbor and his State, but is permitted to profit from 
his noncompliance. 

His acreage base (and consequently, his future allotment) is gradually in- 
creased at the expense of his neighbor. 

His excess production contributes to the growing surplus. 
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Though he cannot participate in the loan program, he derives the benefit 
of it because of the close relationship of the loan price and the market price. 

And his only penalty is a token wrist-slapping, because in many cases he pays 
no penalty at all; and in any case he pays only 45 percent of the parity price 
on his marketing excess. 

In connection with overseeding, we are also concerned with another compli- 
eation. A producer in compliance is credited with his diverted acres in estab- 
lishing his wheat acreage base, so that his base is not disturbed. However, 
under present USDA interpretation, if he seeds more than his allotment but less 
than his base, he is deprived of a credit for those acres he does divert. The 
base and subsequent allotments of the farm will therefore be reduced; and 
the owner of the farm suffers a severe loss in the value of his farm. 

We believe the penalty for overseeding should be severe, direct, and unequivo- 
cal; and that it should not be assessed in such a manner as to affect or limit the 
future productive capabilities of the farm. 

We, therefore, recommend that the present penalty provided in section 1340, 
USCA, title 7, be increased from 45 percent of the parity price on the marketing 
excess, produced by a farmer, to a penalty of 50 percent of the loan value ap- 
plied to all wheat currently produced by the noncomplying farmer; but that 


the wheat acreage base of a farm shall not be affected by the factor of over- 
seeding. 

We believe the majority of farmers understand the principles involved and 
would willingly curtail their own production if they could have confidence that 
a farm program was designed and administered in a manner that all producers 
were required to make comparable sacrifices for the common benefit. 

(The following statements were placed in the record at this point 
by request of the chairman :) 


STATEMENT OF HON. J. FLOYD BREEDING, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KANSAS 


Mr. Brrepinc. Mr. Chairman, I should like to take this opportunity 
to restate and necwagy isize briefly the necessity for maintaining the 
price of wheat at $2 per bushel. 

The economic plight in which the farmers of the Nation find them- 
selves—plight caused by an increasingly widening disparity between 
farm prices paid and those receiv ed—need not, I think, be stated again, 
The farmer’s unfavorable economic position is known to us all, I’m 
sure. 

How ever, in the case of one agricultural product, wheat, I feel fully 
justified in calling attention to the fact that should the presently 
scheduled $0.22 drop in the per bushel price of wheat to $1.78 take 
ylace, the wheat. farmers of the State of Kansas stand to lose between 
$40 and $50 million in realized income. and therefore purchasing 
power. 

To cause a loss of consumer purchasing power of this magnitude in 
one State, ata time when our country is beset by a nationw ide economic 
recession, is hardly what I would call a constructive administration 
move designed to relieve the depressed condition of either the farmer 
or the small-business man. 

L urge this committee to consider favorably H. R. 10228, and similar 
measures, the purpose of which is to forestall any cut in the price of 
wheat at this time. 

Thank you. Mr. Chairman. 
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STATEMENT OF HON. GEORGE S. McGOVERN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF SOUTH DAKOTA 


Mr. McGovern. Mr. Chairman and members of the committee, I 
deem it a privilege to have the opportunity to appear before the wheat 
subcommittee and offer a brief statement in support of H. R. 3987 
and H. R. 10204, both of which I have sponsored. 

These measures are primarily of an emergency nature. This is 
especially true of H. R. 10204. Its provisions would simply prevent 
the United States Secretary of Agriculture from reducing price sup- 
ports on wheat this year below 1957 levels. H. R. 3987 provides for 
price supports at 90 percent of parity for those who comply with 
acreage allotments and marketing quotas. 

Secretary Benson, as you know, has announced a 22-cents-a-bushel 
drop in wheat price supports for 1958. For the Nation’s wheat farm- 
ers, this represents approximately a quarter of a billion dollars in lost 
farm income, through the loss in price. Free market price levels are 
closely pegged to those of the support level. When the support price 
drops, the free market price under normal circumstances declines a 
similar amount. 

I represent a sizable wheat-growing district. The Secretary’s 22- 
cent drop per bushel means a loss of $9 million to South Dakota 
farmers. 

I believe Congress acted wisely when it voted to prevent the Agri- 
culture Secretary from reducing price supports this year below Yast 
year’s levels. 

It is amply clear to me that the economic recession we are experienc- 
ing today was farm-led and farm-bred. Consequently, if we are to 
deal with it properly, we must go to the source of the trouble. That 
means we must meet the needs of a depressed agriculture. 

Agriculture has been suffering for fully 6 years now from a growing 
price malnutrition. Farm purchasing power has been steadily drying 
up, resulting in fewer sales on main street, which in turn has affected 
the economy al] down the line in achain reaction. 

I was keenly disappointed with the President’s veto of the action 
Congress has taken to stop further deterioration of the farm-price 
structure. I believe the President was ill advised and acted unwisely 
in doing so, and I urge a strong bipartisan effort by Congress to over- 
ride the President’s veto of that legislation. 

Since 1952, wheat farmers have been forced into a very painful eco- 
nomic position. Wheat farmers this year will have experienced a 
42 cents a bushel drop in price-support levels in the past 6 years (this 
includes the latest 22 cents per bushel decrease for 1958), along with a 
forced cut of 3314 percent in crop acreage. 

It should be enough when farmers agree to drastically cut back their 
acreages as wheat farmers have demonstrated they are willing to do. 
But when thev are forced to also take a severe cutback in price, this is 
completely unfair. 

I urge this subcommittee to give serious consideration to any pro- 
posal that will improve the current grossly inadequate program. 

May I add one personal point, Mr. Chairman. While we have an 
abundant supply of wheat, I do not consider 1 bushel a liability to this 
Nation. In my opinion, it represents one of our most powerful assets 
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for building world peace. As long as there are hungry people in the 
world, we cannot rightfully consider our abundance as a surplus. I 
earnestly hope the Congress will give careful thought to a more effec- 
tive distribution of our agricultural surpluses among the less fortunate 
nations of the world. 


STATEMENT OF HON. WALT HORAN, A REPRESENTATIVE IN 
CONGRESS FROM THE FIFTH DISTRICT OF THE STATE OF WASH- 
INGTON 


Mr. Horan. Mr. Chairman and members of the committee, I am in- 
deed happy that this committee has seen fit to consider the domestic 
parity plan and other proposals from the Pacific Northwest. 

The wheatgrowers in our area are truly solid producers. They are 
progressive and make a tremendous contribution to the breadbasket of 
America. 

The testimony you are to hear this morning should be of distinct 
interest to the subcommittee since it was born from earnest meditation 
and practical consideration by those actually active in the wheat 
industry. 

As the subcommittee knows, I have introduced legislation which 
sarres out some of the ideas which will be advanced to you today. 
And, I am hopeful that the subcommittee will consider H. R. 5308 and 
other legislation introduced by my colleague, the Honorable Al 
Ullman, of Oregon. 

I feel definitely that we must in America move in the direction of 
policies which will progressively avoid acreage restrictions and at the 
same time provide security for our wheatgrowers. I do feel that the 
domestic parity program should be given every consideration in this 
regard, 

We in our area are very proud of the great work that the president 
of the National Wheat Growers’ Association, Mr. Floyd Root, is doing 
and I know that his presentation will be very beneficial to the 
committee. 

Mr. Arsert. The committee is delighted this morning to have with 
us representatives of the National Wheat Growers Association and 
other organizations. We have Mr. Herbert J. Hughes, Imperial, 
Nebr., who is past president of the National Wheat Growers As- 
sociation and is chairman of the field crops committee, National Con- 
ference of Commodity Organizations; Mr. Floyd Root, Wasco, Oreg., 
president of the National Association of Wheat Growers, assisted 
by Ted Fiedler, Holyoke, Colo., chairman of the program commit- 
tee, National Association of Wheat Growers. 

Off the record. 

(Discussion off the record.) 

Mr. Apert. I would be pleased at this time if the entire group 
would come forward and present their testimony. You may proceed 
as you desire. 
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STATEMENT OF THE NATIONAL ASSOCIATION OF WHEAT GROWERS, 
BY HERBERT J. HUGHES, CHAIRMAN, FIELD CROPS COMMITTEE, 
NATIONAL CONFERENCE OF COMMODITY ORGANIZATIONS; AND 
FLOYD ROOT, PRESIDENT, NATIONAL ASSOCIATION OF WHEAT 
GROWERS; ASSISTED BY TED FIEDLER, CHAIRMAN, PROGRAM 
COMMITTEE, NATIONAL ASSOCIATION OF WHEAT GROWERS 


Mr. Huenes. Mr. Chairman, Mr. Root, president of the association, 
has a prepared statement, and subject to the wishes of the committee, 
will read it. 

Mr. Apert. You may proceed, Mr. Root. 

Mr. Hugues. Mr. Chairman and members of the committee our as- 
sociation feels sincerely that we cannot have a workable program un- 
less somehow we can find a solution to the feed grain problem in the 
United States. Therefore, we have made every effort to work with 
the other commodity groups through the National Conference Com- 
modity Organizations to try to assist in finding a solution to the feed 
grain problem in order that our wheat program might have a chance 
to operate if it were enacted into law. 

As chairman of that committee I have worked with the feed grain 
people and the cotton and rice, and soybean growers also, in trying 
to work outa program. Now that was finally accepted in Kansas City 
in December unanimously by these various groups and the wheat part 
of that, again, was reaffirmed, our position was reaflirmed at our na- 
tional convention at Spokane, and that will be embodied in the state- 
ment of our president, Floyd Root. 

Mr. Apert. Thank you, Mr. Hughes. 

Now, Mr. Root, we would be glad to hear from you. 

Mr. Roor. Mr. Chairman and members of the committee, my name 
is Floyd Root. I am a wheatgrower from Wasco, Sherman County, 
Oreg. I am president of the National Association of Wheat Growers, 
whom I represent here today. 

We wish to commend the committee for their decision to hold 
hearings on wheat programs in an effort to find a solution to the prob- 
lems which face our wheatgrowers. 

We, as wheatgrowers, recognize that the total United States agri- 
cultural plant is capable of producing 10 to 15 percent in excess of 
our marketing demands. We also recognize that no one commodity 
program can be successful until the surplus problem of all commodi- 
ties can be overcome. This is the reason that the National Associa- 
tion of Wheat Growers joined with other commodity groups in the 
National Conference of Commodity Organizations, first, to Seen a 
program that will reduce the present oversupply of all commodities 
to a normal carryover and, second, to develop a long-range program 
for wheat and other field crops. 

At the annual convention of the National Association of Wheat 
Growers in Spokane, Wash., the 4th, 5th, 6th, and 7th of February 
this year, the association reaffirmed the position taken by our dele- 
gates at the Kansas City meeting of the National Conference of Com- 
modity Organizations in December of 1957 and approved the National 
Conference of Commodity Organizations Committee Reports. 
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DOMESTIC PARITY PLAN 


The National Conference of Commodity Organizations Committee 
Report states, and I quote: 

We therefore now make the following specific recommendations: No. 1, enact- 
ment of domestic parity by Congress. 

And the National Association of Wheat Growers Committee report 
from Spokane states : 

We recommend the enactment of the domestic parity plan by Congress. 

The National Association of Wheat Growers feel that our present 
agricultural program is not making the proper approach to the wheat 
problem. Reducing acres to offset sur plus production has not solved 
the problem and is a negative approach. Acres shifted from wheat 
are producing surpluses in other crops and acres shifted from other 
crops are producing surplus wheat. Actually, what are we domg? 
We are simply stalling for time. We are w aiting for 1975 or the 
year 2000 a, we hope, our population can consume our agricul- 
tural production. 

This year with an established loan rate for wheat at 75 percent of 
parity, it is quite certain there will be no increase in the amount of 
wheat consumed domestically for food or any reduction in the price 
of wheat products to our consumers. A United States Department 
of Agriculture study, published in the Marketing and Transportation 
Situation, February 17, 1954, states: 

No matter what happens to the price of wheat in the future, it will have little 
effect on the cost of wheat products to the consumer. 


For these reasons we ask you to consider the domestic parity plan, 
a marketing sare which will move all wheat on a free, open market at 


an open-market price and return to the producer, through the use of 
parity certificates, full parity for his share of the wheat consumed 
domestically for food. The wheat producer feels this is only fair 
since everything he buys—farm equipment, automobiles, clothing, 
furnishings for his home, and so forth—are all bought on a protected 
domestic market and, since price does not affect the we of his 
domestic market, he should receive a domestic price for his share of 
the domestic wheat market. 

Multiple price systems are not new. They have been operating 
throughout the country under Federal and State legislation for many 
years to prevent the accumulation of surpluses. ‘The best examples 
are marketing agreements applying to milk, fruits, and vegetables. 

The domestic-parity plan for wheat is sometimes incor rectly called 
a two-price plan. Two-price is an incorrect name because the farmer 
would sell all his wheat on an open market at the prevailing market 
price. 

The domestic-parity plan is not a complete farm program in itself. 
It is an amendment only to that portion of the Agricultural Act of 
1938 which deals with loans, parity payments, consumer safeguards, 
and so forth. 

First, the plan is designed to move wheat freely into food, feed, 
export, and industrial channels at free-market prices and to return 
parity to each farmer for his proportionate share of wheat produced 
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in the United States that is consumed domestically as food. This 
could be accomplished as follows: 

(a) The Secretary of Agriculture would determine each year, prior 
to the beginning of the wheat-marketing year, the portion of the crop 
estimated to be used domestically for food, and proclaim such portion 
as the domestic food quota. 

(6) The domestic food quota, so proclaimed, would be apportioned 
among the States and counties on the basis of acreage allotments and 
normal yields. Each producer would share in the domestic food quota 
and his share would bear the same ratio to his average production 
that the domestic food quota w ould ies to the total national produc- 
tion. For example, if the Secretary determined that out of 1 billion 
bushels national production, 500 million, or one-half, would be used 
domestically for food, the farmer’s share of the domestic food quota 
would then be one-half of his total average production. 

(c) Parity certificates would be issued to each producing farm in 
a number sufficient to cover the bushels in its share of the domestic 
food quota. 

Second, the value of each parity certificate would be the difference 
between the estimated parity price and the Secretary’s estimate of 
the national average farm price of wheat. 

Third, to insure ondaitty farm marketing of wheat, to protect 
friendly world exporting nations, and to protect producers of feed 
grains against competition of wheat for feed, loans would be made 
available to wheat producers at a level based on— 

(a) The supply of the commodity in relation to the demand 
thereof ; 

(6) The price levels at which corn and other feed grains are 
being supported and the feed value of such grains in relation to 
wheat ; 

(c) The provisions of any international agreement relating to 
wheat to which the United States is a party ; 

(7d) Foreign trade policies of friendly wheat-exporting coun- 
tries: and 

(e) Other factors affecting international trade in wheat, in- 
cluding exchange rates and current regulations. 

Fourth, persons making first sales or importations of any product 
manufactured wholly or “in 1 part from wheat would be required to 
purchase parity certificates from the Secretary sufficient in number to 
cover the bushels of wheat used in the product sold domestically or 
imported for food. The Secretary is authorized and directed, through 
the Commodity Credit Corpor vain to buy and sell marketing « ertifi- 

cates issued for any marketing ye For the purpose of fac ilitating 
the purchase and sale of certific aie the Secretary may establish and 
operate a pool, or pools, and he may also authorize public and private 
agencies to act as his agents, either directly or through the pool, or 
pools. Certificates shall be valid to cover sales and ‘importation of 
products made during the marketing year with respect to which they 
are issued and after being once used to cover such sales and importa- 
tions, shall be canceled by ‘the Sec retary. Any unused certificates shall 
be redeemed by the Secretary at the price established for such 
certificate. 

Fifth, the cost of the processor of the parity certificates, added to the 
cost of the wheat purchased by him at free market prices, would equal 
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approximate parity. Thus domestic consumers of flour, bread, and 
other wheat products would, under the operation of this plan, pay no 
more for the wheat than intended under the operation of the present 
program. The objective of which is the attainment and maintenance 
of parity prices to producers. 

We want to make one point very clear. Under the domestic parity 
plan there would only be the open-market price with allowances for 
quality, grade, and m: arket fluctuations. This would permit wheat to 
move in to all channels of trade and usage. This would reward the 
producers of premium wheat since they would receive, in the market 
place, a premium on all of the wheat they produce and sell as well as 
receiving certificates for their share of the domestic food quota. 

This completes a brief description of the domestic parity plan. 
However, there are a few general comments I would like to make 
about it. 

We see no reason to believe that the domestic parity plan would lead 
to large-scale export dumping. This plan prov ides for loans to pro- 
ducers based on export and/or feed prices. If the world wheat price 
declined below the loan price this loan would automatically stop com- 
petition in international trade and prevent export dumping. Such 
developments, in fact, are resulting from the operation of present 
programs under which surpluses from one crop are added to another 
until the supply which is owned by the Government has reached such 
unmanageable proportions as to lead to large-scale surplus removal 
programs as a matter of disposal. 

The plan would be essentially self-financing. The support. priee, 
when needed, would be set very close to export prices at levels that 
would encourage movement into export without disruption of world 
trade. 

Indications are that returns to wheat producers with the operation 
of this plan would be larger than returns obtainable from the opera- 
tion of our present program, under which, stringent acreage allot- 
ments are necessary. Even with identical acreage allotments in 
effect, under either program, returns to producers from the domestic 
parity plan as outlined would be as high or higher than under pro- 
grams now in effect. 

The principal objection to this program, which we have heard from 
other farmers, is that it ee put wheat in competition with feed 
grains. To look at the matter realistically, we know that most wheat 
acreage taken out of produc ne by control programs has gone into 
feed grains such as corn, sorghum, barley, and oats. This acreage is 
producing more feed in the form of these grains than it would in the 
form of wheat. We would hope the domestic parity plan will in- 
crease the use of wheat for livestock feed by 100 to 150 million 
bushels. This is about 2 to 21% percent of the 5 to 6 billion bushels 
of feed grains used annually. Most of this would be fed in areas like 
the Pacific Northwest or the Northeast where it would have the least 
adverse effect on the market for other feed grains. 

We discussed the necessity of including 100 to 150 million bushels 
of wheat for feed as part of any long-range wheat program with 
feed grain producers at the Kansas City meeting. They agreed that 
there would be no adverse effects of mov ing wheat into feed use if we 
would support a long-range conservation program which would re- 
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duce feed grain production on diverted wheat acres. I will have 
more to present on this phase of our program later when I discuss 
the soil bank program. 

In summary, let me support this statement by relating advantages 
which this plan offers. 

First, it gives the farmers assurance to go ahead and develop long- 
range plans for his farm. Growers would shift out of wheat on 
farms where other crops would be more profitable. High-cost pro- 
ducers would be inclined to limit production to the amount which 
could be sold profitably for domestic consumption. Others, in areas 
where crop diversification is not practical, no doubt would raise wheat 
in excess of their share of the national food quota as that would 
probably be the most efficient use of their land. Conservation farm- 
ing would be given a boost as acres for this purpose would not be 
competing with production of high priced wheat as in the past. 

Second, the alah promises more income to farmers because it em- 
phasizes full production and marketing. Wheat would move freely 
into export, industrial, and feed uses. Once the present large sur- 
plus is worked off, acreage allotments could be materially increased. 
Growers who produce quality wheat would benefit because they would 
receive a premium above the average market price for all their wheat 
in addition to their share of certificates. Growers who operate in 
areas where weather causes wide fluctuations in yields would benefit 
because their certificates would be issued on their average production 
and not the actual production of any one year. Thus the certificates 
would serve as an insurance against low crop yield. This would 
stabilize income which should be an objective of any sound program. 

Third, the plan restores greater freedom to the market place. 
Wheat would again be bought and sold competitively on a quality 
basis. The Government, to a great extent, could withdraw from the 
field of buying, warehousing, and merchandising wheat, and free 
competition would be extensively restored in all wheat markets. 

Fourth, in addition to being self-supporting, the plan would help 
farmers to finance their operations during the high-expense season, 
since the certificates would be issued before harvest. 

We who have studied the domestic parity plan believe that it is 
the best proposal to date for wheat as it is a plan that makes sense. 
It emphasizes —— markets rather than restricted production. 
It appears to us that the domestic parity plan is a middle of the road 
approach to solving the wheat problem. In effect it would meet the 
aims, to some extent, of both the rigid and flexible price-support pro- 
ponents, as it would provide full parity for domestic consumption 
and permit the principle of flexibility to apply to the surplus portion 
of the crop. 

This completes my statement on domestic parity. Before I pre- 
sent the rest of our wheat program to you, we will he glad to answer 
any questions you might have on this plan. 

Mr. Avzert. Let’s finish the whole statement. 

Mr. Root. All right, sir. 
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PRICE-SUPPORT LEVELS 


At the annual convention of the National Association of Wheat 
Growers this year the association passed the following resolution: 

We support the continuation of a national average level of price support for 
the 1958 harvest of wheat at not less than $2 per bushel. 

The National Conference of Commodity Organizations Committee 
on Field Crops made this statement on price supports: 

We are absolutely firm in our conviction that lowering price supports which 
lower prices as a means of adjusting production will not be effective but will 
only increase production and proof of this is now available for any realistic 
appraisal. 

The National Association of Wheat Growers recognizes that low- 
ering the support price 22 cents per bushel on the 1958 crop as an- 
nounced by the Secretary of Agriculture will do nothing to improve 
the wheat problem. It will move no more wheat into market and it 
will not discourage production. If anything, it gives the producer 
an incentive to increase efficiency in order to maintain income since, 
with acreage allotments and marketing quota penalties, he cannot 
increase his planted acreage. In these times of increasing farm costs, 
lowering the price of wheat only accentuates the cost-price squeeze, 
and accelerates the movement of people off the farms, which in turn 
adds to the national unemployment and increases the need for addi- 
tional relief and welfare funds. 

If the income of the wheat farmer could be increased he would in 
turn start buying some much-needed equipment. This would lead to 
more employment in our factories and would help our present unem- 
ployment problem. 

PARITY FORMULA 


In the report of the parity committee of the National Conference 
of Commodity Organizations at Kansas City, the statement was made 
that they recommended revising the parity formula to use the base 
period of 1947-49 instead of the current base period of 1910-14. 

The committee report of the National Association of Wheat Growers 
reads as follows: 

We recommend revising the parity formula to use a base period of 1947-49 
instead of the current base period of 1910-14. 

In the early days of the Agricultural Adjustment Act, Congress 
declared that the purpose of the parity formula was— 
to reestablish prices to farmers at a level that would give agricultural commodi- 
ties a purchasing power with respect to articles that farmers buy equivalent to 
the purchasing power of agricultural commodities in the base period. 

The so-called modernized parity formula violates this original con- 
cept. The purpose of modernized parity is to maintain a relationship 
between prices of individual commodities rather than reflecting pur- 
chasing power of agriculture as related to cost of production. “Mod- 
ernized parity” assumes a commodity must become in scarce supply to 
increase its price in the market compared to all other agricultural com- 
modities. This can hardly happen to wheat. 

Congress has indicated in the past that the United States should 
maintain a strategic reserve of from 300 to 500 million bushels of wheat. 
Most everyone agrees this is necessary. Modernized parity is incon- 
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sistent with the policy of adequate reserves of food. Under “modern- 
ized parity,” wheat or any other commodity which is needed as a 
national or strategic reserve will be penalized if the supply exceeds the 
current demand. 

Congress has failed to correct the inequities of this formula in the 
past because the subject is so complicated. Also, the name “modern- 
ized” sounds like a fair and up-to-date approach. 

The modernized parity formula is not modernized because it still 
uses the old 1910-14 reference base period. Obviously farming meth- 
ods have changed during the past 48 years. Some more recent base, 
as closely representative as possible of correct conditions should be 
used instead. 

Weare recommending that the reference base period be January 1947 
through December 1949, because it is the most current period free from 
abnormal inflation, recession, or wartime activities. Another signifi- 
cant reason is that this is the period used by the Bureau of Labor Sta- 
tistics in figuring cost-of-living indexes, which are used extensively in 
labor contracts where escalator clauses are included. Furthermore, 
the most modern techniques of farming now used were in effect during 
this period. 

Shifting the base forward to 1947-49 period would not mean that 
the new parity calculations would be any freer of the various limi- 
tations already discussed but it would recognize in principle the 
desirability of meeting the changing conditions instead of indefinitely 
holding conditions constant as of any particular base period. 





SOIL BANK PROGRAM 






The field crops committee of the National Conference of Com- 
modity Organizations made this report : 





















It is the recommendation of the field crops committee of this conference that 
a greatly enlarged program of crops land retirement is essential to solve the 
current problems effecting the commodities represented in this committee. 

We feel that 60 to 70 million crop acres must be retired from production to 
reduce current production sufticiently to offset the increased efficiency of farm- 
ers and to allow the current surplus to be utilized by the markets. 


The wheat subcommitte of this same field crops committee made 
the following statement : 





Recognizing that no wheat program can be successful unless the surplus 
problem of other commodities can be overcome, we recommend that a strong 
land retirement program designed to reduce feed-grain production on diverted 
wheat acres be adopted. Likewise we feel that it is important to reduce the 
wheat production on acres diverted from corn, cotton, and other allotment crops. 

The surplus supply problem in the United States is a result of the 
demand for all-out production during World War II and the Korean 
emergency, the increased efficiency brought about by the use of im- 
proved varieties, better production methods and, in some areas, by 
favorable weather conditions. From present indications and fore- 

casts, favorable weather this year will give us a big increase in wheat 
production in the southwestern High Plains area. 

After studying the wheat-sup ly problem for many years we have 
concluded that we cannot get wheat supplies in line with wheat uses 
until we can move some of our — into the historical feed market 
we had prior to and during World War II. In developing this 
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thinking we are aiming at annual wheat production of 1,100 million 
to 1,200 million bushels per year with a yearly disappearance of 500 
million bushels into food uses, 350 million bushels into export, and 
the present 100 million bushels being used for seed and feed. This 
leaves an additional 150 to 250 million bushels to move into feed 
channels. In discussing this approach to the wheat problem with 
other commodity groups at the National Conference of Commodity 
Organizations, the conference agreed to this line of thinking, as the 
long- range approach to the wheat. problem, and further agreed that, 
at this time, the domestic parity plan for wheat was the best long- 
range program for wheat to achieve this Sm 7589 We, as wheat 
people, were in complete agreement with the National Conference 
of Commodity Organizations that the immediate problem is the feed- 
grain — and we want to work with other commodity groups 
through the National Conference of Commodity Organizations to 
help reduce the present feed grain supplies. In order to accomplish 
this, the National Association of Wheat. Growers, at our recent an- 
nual meeting, approved and adopted the soil bank program for wheat 
that was agreed upon by all commodities represented at the National 
Conference of Commodity Organizations meeting in December at 
Kansas City. 

At this time | would like to quote the soil bank program adopted at 
our last meeting: 

(a) We recommend that the conservation reserve section of the soil 
bank be strengthened and be made more workable in lieu of the acre- 
age reserve section, 

(6) When accepting cropland for retirement under the soil bank, 
the United States Department of Agriculture should consider re- 
moving acres from production of an equitable basis, distributed as 
evenly as possible throughout the United States, to prevent creating 
economic problems for individual communities. 

(c) We recommend that payments for wheat under the conservation 
reserve section be set at a crop acre rate of $1 per bushel times the 
normal yield per acre for the acreage reduced from the annual wheat 
base. On farms where the normal practice is a strict wheat and fallow 
rotation the annual payments shall be 50 cents per bushel times the 
normal yield per acre for the acreage placed in the conservation re- 
serve program. 

(d) In order to encourage entire farm units to be placed in the con- 
servation reserve, we recommend that no limitations be set on the 
amount of the payments. 

We recommend that provisions should be made for adjusting 
conservation reserve contracts in effect, first, to conform with any new 
provisions provided in this program and, second, to provide for ad- 
justment in the contracted acreage in the event the wheat acreage 
allotment for the farm is changed. 

I would like to further explain this resolution, 

Section A: We are of the opinion that the acreage reserve section 
of the present Soil Bank Act has been used more as a disaster, drought 
relief program than as a conservation, crop-reduction program. And, 
we feel that an expanded conservation reserve program would take 
much of the acreage diverted from wheat out of feed grain production. 

Section B: When this portion of our resolution was s under discussion 
the Department of Agriculture was considering a program in four 
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States that would take entire farms out of production and we were 
concerned about the effect on individual communities if too many 
complete farm units were taken out of production in any one area. 

Section C: When discussing the rate of $1 per bushel times the 
normal yield per acre, it was decided that this payment rate in most 
wheat producing areas would attract much of the diverted acres out 
of feed grain production. The 50-cent rate on summer-fallow farms 
was to encourage farms with a strict wheat and fallow rotation to cut 
back the first year to the wheat and fallow rotation on their allotted 
acres and to place their feed grain acreage and their summer fallow 
acreage for feed grains in the conservation reserve. Also, while it 
wasn’t incorporated in this resolution, it was indicated by the dis- 
cussion at that time, that the signup for the conservation reserve should 
be for an even number of years. 

Section E: This section means that any existing contract would be 
adjusted to conform with any new provisions of an amended Soil 
Bank Act and for adjustment in the contracted acreage in the event 
of a change in the wheat acreage allotment for the farm. It is hoped 
that the entire acreage diverted from wheat would be placed in the 
conservation reserve program and none held out to take care of any 
changes in the future in the wheat acreage allotment for the farm. 


WHEAT FOR FEED 


Another section of both committee reports that I want to discuss 
with you is the section dealing with wheat for feed. It reads as 


follows: 

Since compliance with the conservation reserve program will materially re- 
duce feed grain production on wheat farms, the Secretary of Agriculture 
shall move 100 million bushels of surplus Commodity Credit Corporation wheat 
stocks into feed use annually. This shall be accomplished in a manner and in 
those areas where it will have the least adverse effect on the feed grain market. 

This was discussed with the feed grain people at Kansas City. At 
that time they were aiming at a program which would reduce the feed 
grain surplus to a normal carryover in 2 years and it was agreed by 
all present that since the wheat program (the conservation reserve 
program for wheat) did not include a payment “in kind” feature, 
that it should be our desire to get all grain crops out of a surplus 
situation at about the same time. And it was agreed that in order 
to get wheat out of its surplus situation at about the same time corn 
and other feed grains arrived at that position it would be necessary 
to move at least 100 million bushels of surplus Commodity Credit 
Corporation wheat stocks into feed use annually. 

Mr. Arserr. We thank you, Mr. Root, for your very fine con- 
tribution. 

Before we begin questioning Mr. Root and his associates, I have 
here two further requests for extensions in the record, and in order 
to keep the continuity I will ask the clerk to insert these immediately 
following the insertions we made before we called these witnesses. 
The first is a statement by our colleague from Washington, Mr. Walt 
Horan; and the second is a statement by our colleague from Kansas, 
Mr. J. Floyd Breeding. Without objection these will be inserted 
following the earlier insertions today. 

(The documents referred to were placed in the record at p. 228, 
and will be furnished by the committee.) 
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Mr. Atzerr. Do other members want to start the questioning? 

Mr. Hin. Off the record. 

( Discussion off the record. ) 

Mr. Axuzerr. First, I would like to relate to the procedural aspects 
of this new program. As I understand it, we would have these steps 
if we had this program in effect now: Some time before the 15th of 
May, the Secretary would have to announce a domestic wheat quota 
which would be his estimate of the amount of wheat that would be 
used for food out of the next year’s crop, that is, the crop planted 
this coming fall and next spring. ‘That quota, less the reserve, would 
go down to the States. 

Is that right, the first step ? 

Mr. Roor. That is right. 

Mr. Hin. Let me ask this question: Now that means in bushels 
and not in acres? 

Mr. Roor. That is right. 

Mr. Hiti. The Secretary of Agriculture would announce the num- 
ber of bushels for domestic consumption, we would say, by May for 
that year 

Mr. Hueues. The following year. 

Mr. Roor. The following years. 

Mr. Avsertr. Then on or before July 1 of this year the Secretary 
would have, just as he has to do now, to proclaim the national market- 
ing quota. The marketing quota is in bushels, but it is translated into 
acreage allotments. Is that right? 

Mr. Huaues. That is right. 

Mr. Apert. That would still be a part of the procedure. There- 
after he would conduct a referendum and the referendum would con- 
tain two ballots. One would be whether or not a domestic food quota 
program would be put into effect and if two-thirds of all those voting 
voted in the affirmative, we would have in operation next year a 
domestic food quota program, or a marketing certificate program. Is 
that right? 

Mr. Hueurs. That is right. 

Mr. Atzert. Now if that should fail, then would they vote again on 
a separate ballot, all of them, on whether they would have marketing 
quotas or not ? 

Mr. Hvueues. I believe, if 1 am correct—I do not have a copy of the 
bill here. 

Mr. Atzert. The bill is not clear on that, I do not think. 

Mr. Huaues. It may need some clarification. 

Mr. Avserr. The bill provides for two votes. And there is another 
point, while you are looking at the bill, the next point is, if two-thirds 
vote for a m: arketing certificate program, does that mean that program 
is in effect for the next year, or for all future years, or will there be 
a future referendum between the two plans? 

Mr. Huaeues. It would from that point on be in effect. 

Mr. Axpsert. That was my understanding of the language of the 
bill. That now on this other—— 

Mr. Warts. May I interpose one question ? 

Would it be in effect from now on? Would you ever have an oppor- 
tunity to vote again on the domestie—— 

Mr. Arzert. That would be a part of the legal process of putting 
this law into effect. 

22856—58—pt. 2——10 








344 WHEAT 


Mr. Hueues. That is right. 

Mr. Axsert. One vote one time. That was my understanding of it, 
but I wanted that clear. 

Do you have a further comment on that point we raised ? 

Mr. Hugues. Yes. On your first question, I think the Secretary 
would have some option there. I think it could be done either way. 
It says: 

The Secretary shall also submit on separate ballots the question whether 
farmers favor a marketing certificate program under this subtitle in lieu of 
marketing quotas under subtitle B. 

In other words, it could be done at the same time, or it could be done 
separately. It was our understanding in preparing the bill, making 
the suggestion, that it would be done at the same time. 

Mr. Atperr. Are you familiar with the committee print on the 
feed grain bill that is now being considered ¢ 

Mr. Hugues. Somewhat. I have seen it 

Mr. Avzert. They have set up two ballots, or two forms of ballot, 
and have drawn it in detail. You think the bill is sufficiently broad 
to enable the Secretary to handle this without any further legislative 
direction ? 

Mr. Hugues. I think it is; yes. I think so. 

Mr. Axzerr. Well after the vote, and assuming that the domestic 
parity plan is adopted, farmers would, under the present supply 
situation, still be subject to acreage allotments in the same manner and 
to the same degree that they would be subject to them under a mar- 
keting quota program. That is right, isn’t it? 

r. Hueues. That is correct. 

Mr. Avzertr. And then that is all that would happen until next 
May ? 

Mr. Hugues. Yes. 

Mr. Roor. That is right. 

Mr. Auspert. In May 1959 the Secretary would proclaim, first, the 
estimated parity price for next year’s wheat crop; and second, the 
estimated farm price; and third, the value per bushel of marketing 
certificates which would be the difference between the first two. That 
would be done a year from now, a year from next month? 

Mr. Hueues. Right. 

Mr. Apert. Certificates would then be issued to county committees 
to cover all the quotas of cooperators within the county. Those cer- 
tificates would go down to every county where there is a wheat 
allotment. 

Mr. Hugues. That is right. 

Mr. Avserr. And these certificates could then be cashed at a bank 
and would be redeemed by the Commodity Credit Corporation, or 
some pool set up for that purpose. Is that right? 

Mr. Hueues. That is right. 

Mr. Ausert. Farmers can immediately cash them, cash them as 
soon as they get them, at full value? 

Mr. Roor. That is right. 

Mr. Ausert. Then on July 1 next year when the new wheat mar- 
keting season begins, all wheat would flow on a free competitive mar- 
ket subject to the Secretary invoking price supports contemplated 
under section 379k of these bills. But after July 1 millers and other 
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food processors and food importers would have to buy mar keting cer- 
tificates covering all wheat food transactions, and these certificates, 
when used, would be canceled; is that right ? 

Mr. Hueues. That is right. 

Mr. Axserr. They would buy their certificates, but aside from 
that, and their having to furnish those certificates, unless a price- 
support program were in effect under section 379k, the wheat market 
would look no different from what it did before there was any Gov- 
ernment program / 

Mr. Hugues. That is right. 

Mr. Roor. That is right, sir. 

Mr. Atpertr. Thank you. 

Mr. Betcuer. May I ask one question ? 

Mr. Apert. Yes, sir. 

Mr. Betcuer. | think this is clear in my mind, but, after the farmer 
gets his certificate and he cashes it, and he raises 2,000 bushels of 
wheat, and the market price of wheat goes below the support price, he 
could still put the entire 2,000 bushels in the loan, couldn’t he? 

Mr. Roor. That is right, sir. 

Mr. Kruecer. Is that provided his quota was 2,000 bushels? 

Mr. Betcuer. That provides for all the wheat he raises. 

Mr. Avserr. That is provided he complied with the acreage allot- 
ment. He could not do it if he was a noncooperator. 

Mr. Betcuer. No. But if he has cooperated, we will say his quota 
is 1,000 bushels, and he gets a certificate on the thousand bushels, but 
he raises 2,000 bushels. He can then put the entire 2,000 bushels in 
the loan ? 

Mr. Atserr. That is right. 

You are answering “Yes” to these questions / 

Mr. Roor. Yes, sir. 

Mr. Krueger. What if he raises less than 1,000? 

Mr. Beccuer. He can still put it in the Joan, too, as 1 understand it. 

Mr. Krurcer. He has a certificate for a thousand bushels. 

Mr. Betcuer. The certificate has nothing whatever to do with the 
number of bushels of wheat he actually raises. He gets the certifi- 
cate before the amount of wheat— 

Mr. Krurcer. He is allowed ? 

Mr. Bevcuer. He is allowed to raise. 

Mr. Avsert. Except the bill provides that he must have planned 

Mr. Roor. He must have planted enough acres to produce, with 
the normal production, the amount he receives in certificates. 

Mr. Hiwx. Let me ask a question. Living in an area where wheat 

can vary from nothing to 40 bushels, what would happen if he did 
all this ‘and then was hailed out just before he started his combines? 

Mr. Roor. Section 379 (k), subparagraph (d); let me read that toe 
you—— 

Mr. Krvurcer. What page is that ? 

Mr. Roor. That is on page 12 of the bill 12112: 





Notwithstanding any other provision of law, no producer of wheat shall re- 
ceive certificates for a number of bushels in excess of the number obtained by 
multiplying the acreage actually planted to wheat by the normal yield. 

So he has to actually plant enough acres, multiplied by his normal 

YI g I ; 
yield, before he could receive that many certificates. 








346 WHEAT 


In other words, if he was entitled to, say, 100 certificates, he had a 
normal yield of 20 bushels, he would have to plant at least 5 acres of 
wheat before he would be eligible for the certificates and 

Mr. Beicner. But to answer Mr. Hill’s question : 

If he did not raise a bushel, he would still get his certificate, any- 
way? 

Mr. Arzert. Is this not the situation ? 

It is considered that this is based on normal yield, and that, there- 
fore, it will balance off over the years ? 

Mr. Roor. That is right. 

Mr. Apert. Some years he will get less, actually, than 100 per- 
cent parity, because he will raise more than his normal yield and will 
get a proportionate amount less on his certificates. Other years he 
will raise less than his normal yield, and for that year will get more 
than 

Mr. Beicner. By the same token, as one farmer is raising less in 
one community of the United States, some other farmer is probably 
raising more. 

Mr. Hixi. Let me get my mind clear now. 

Living in a hail section—I have an area like that—that would be 
the finest insurance in the world. 

How are you going to sell this problem over on the House floor, if 
someone takes out after you that this fellow who had a 3,000-bushel 
wheat certificate issued by the Secretary, and cashed it, but he did 
not grow a bushel of wheat, did not get a bushel of wheat to market? 
How are we going to dothat? 

I do not say it is not right—we have the crop insurance. I am one 
of the supporters of it. 

Mr. Axsert. The only way you can sell this program—I think 
these gentlemen, instead of myself, should answer this question—the 
only way you can sell it is that when you are in an area of feast or 
famine, the farmer should get less than 100 percent of parity in good 
years and more than 100 percent of parity in lean years. 

Mr. Hu. Yes. But, now, let’s be realistic, because we have to 
pass the bill. We do not just have to figure it out. We have to pass 
it on the floor of the House. 

Mr. Bevcuer. He does not get his entire crop insured; he just gets 
a certificate for the difference between the average price and 100 per- 
cent parity, which will amount to a very small part of the total wheat 
crop. 

Mr. Hix. Let’s just assume, to clear my thinking up— 

Suppose he had 10,000 bushels on a wheat certificate—and this 
could actually happen; this is no exaggeration—and his wheat was 
actually going to make 30 bushels to the acre by anybody’s examina- 
tion ahead of time—and they can tell you very closely—and he is 
completely hailed out. . 

Now he has not paid a nickel for insurance, and yet you are going 
to protect him for that amount? 

Mr. Betcuer. The only protection he gets is the certificate, which 
is the difference between the price of wheat and 100 percent of parity. 

In the past years that might not pay over 10 cents a bushel, 20 cents 
a bushel, or 30 cents. 

Mr. Hix. Isthat correct? 
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Mr. Roor. That is correct. 

Mr. Betcuer. He cannot tell what value he would get if a hail 
would hit himthen. It is not hail insurance—— 

Mr. ALBERT. Would you give him an illustration of 10,000 bushels 
with parity at $2, and the price at $1.75, just as an example? 

Mr. Hugues. I live in an area similar to Congressman Hill’s, and, 
unfortunately, the same thing that he is spe: aking of happened to me, 
as an individual farmer, last year. I got practically hailed out. I 
had a wonderful crop. 

Now the only thing this certificate does, it has no control on either 


what I plant or what I market. It is merely a means of 1 taranee 


me my share, based on a normal production over a av year period, 
what I normally would produce on an average in that 10-year period 
per year, my fair share of the difference between the average market 
price and full parity. 

Now, if the loan price influenced the market price, if it was $1.50 a 
bushel, and parity was $2, then the value of the certificate would be 
50 cents a bushel. 

Now, normally, in order to have that certificate for 10,000 bushels, 
I would have an acreage allotment at a normal yield which would 
normally produce 20,000 bushels, we will say. sut I have this full 
acreage allotment planted, and there is a 30-bushel crop, and 1 would 
normally be selling considerably in excess of that 10,000 bushels; but 
this hailstorm comes along. Then I still have that much. T can eash 
that certificate for 10,000 bushels at 50 cents a bushel, or I can 
get $5,000. 

Now, to that extent it is crop insurance. 

But, while I do that, my neighbor 5 miles down the road that missed 
the hailstorm that hit me will probab ly sell three times his domestic 
food quot: ‘ beecaus se he gets a yle - Ih excess of th e normal on his full 

allotted acreage. Now the only thing about it is that i on of get 
ting this on actual production, we are putting it on the wa of normal 
produc tion over a period of years. 

If it was on the actual production for the year, why, then the 
domestic food quota would all go to the man who raised the crop. 

We feel this is a better method of doing it. It sort of gives you 
some insurance and evens it out. 

Mr. Hinz. There is no penalty if his wheat turns out 40-bushel, and 
he only figured he was going to get 20-bushel ? 

Mr. Hugues. No penalty, providing he is within his acreage allot- 
ment. 

Mr. Huu. Yes, as long as he stayed within his acreage allotment. 

Mr. Roor. That is the same as the present program. 

Mr. Auperr. I think it should be noted here that this particular 
objec tion, although this p ylan hé is been objecte (l to sel ious sly by some 
of the previous witnesses, was not seriously raised by any of them, in- 
cluding the Department. 

Mr. Hitz. Isthat right ? 

Mr. BELCHER. The only difference is the ideal way would be to 
base it on the actual yield. That would be the ideal way, except you 
would have to measure every single bushel raised in the United States, 
which you could not do. So the only thing you do is take a normal 
yield— 
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Mr. Hix. So you use a 10-year average. 

Mr. Beccuer (continuing). And by taking the normal yield, 
the average, one fellow may be a little under and the other fellow a 
little over. One fellow may not be getting as big a certificate as he 
would get under actual production. The other fellow would be get- 
ting more than his share, because he underproduced or he lost his 
crop through a hailstorm. 

And if it is properly administered, it is going to balance out in the 
end, anyway. 

Mr. Axserr. There is this differenc e, that under the present pro- 
gram the Secretary tries to guess, just as he does in this program, 
what the national quota should be and he translates that into acre: ge, 
but if the farmer beats him and grows a whole lot more, the Secretary 
has to support the full price. 

Mr. Roor. Could I answer Congressman Belcher on this question ? 

This was discussed when we were formulating this program several 
years ago and we decided that it would be much better to take an 
average production and issue the certificates on the average produc- 
tion rather than the actual yield bee: ause if the certificates were issued 
on an actual yield, everyone would have an incentive to produce as 
much wheat as possible in order to get more certificates. And this 
way being issued on an average yield, there is not the incentive to 
increase production because your certificates are going to stay the 
same anyway. 

Mr. Betcuer. If you took it on actual yield, I do not see how in 
the world you could ever police it. Here is a man with 60 acres, 60 
under allotment and 40 not under allotment. All right, he raises 
2,000 bushels of wheat. Did he raise the whole 2,000 on the 60 or 
did he raise it on the 40? 

Mr. Roor. That is right, sir. 

Mr. Bevtcuer. There would be no way on earth to determine whether 
he raised the wheat on his allotment acreage or raised it on his excess 
acreage. 

Mr. Atserr. You would have this further objection, he could not 
get his certificate until he harvested his wheat and, in the meantime, 
buyers would have already been in the markets and they would not 
know how many certific ates they were going to h: ave to buy. 

Mr. Bercner. I think it would be thoroughly impractical to try 
to put it on an actual basis. 

Mr. Smrru. What is this going to do to the summer fallow? 

Mr. Huenes. It will have no effect there, any different effect there 
than it would have anywhere else. It would, we hope, increase income 
to individual farmers in the summer f 

Mr. Smiru. What are you going to do in counties where they are 
about half and half, some are fallow and half—— 

Mr. Hueues. This would have no effect at all. This would have 
no effect at all on his acreage allotment, let me put it that way. The 
way the acreage allotments are determined is a separate part of the 
Agricultural Act, and this does nothing to change that. So we 
would be in the same position as far as his right to grow wheat under 
the acreage-allotment program that he is now. 

Mr. Smiru. Yes, but it changes the average yield a lot—— 
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Mr. Hugues. Well, the normal yield in that county is based on the 
summer-fallow practice, and probably is higher than it would be in a 
county where they are using the continuous crop system. 

Mr. Hix. If I may ask a question there—everyone would benefit 
by the better summer-fallow areas by increasing the average of wheat 
in that particular section. You are going to take the ‘community 
average. Just how are you going to come to the average of wheat 
per acre? 

Mr. Huaenes. Well, actually, in many areas there is not proof of 
actual individual yields, and I suspect that in most cases it will be 
somewhat of an estimated average for the area. 

Mr. Hitz. By county? 

Mr. Huenes. By counties or by precincts, or areas. Now, if in a 
county the individual producers—and in some areas they have—they 
have individual farm records on yield, in those areas they would use 
those. And there would be some incentive in future years to try to 
establish an individual average yield to help the yield that you would 
have established as an average. 

Mr. Betcuer. That is what the soil bank is based on, community 
yield? 

Mr. Hucues. That is right; it would be established about the same 
way as the acreage-reserve payments were established to start off. 

Mr. Hiri. Now that is important where I live—I do not know 
whether it is where Mr. Smith’s area is concerned—we have certain 
typical land conditions that lend themselves to summer fallow, and 
areas with a tremendous production of wheat, and then you drive 10 
miles and you get an area where your production never was over 5 to 
10 bushels per acre. Well, now, if you are going to give the poorer 
wheat acreage land the advantage of the fine production i in the sum- 
mer fallow area 

Off the record. 

(Discussion off the record. ) 

Mr. Warts. If I follow your statement, I understood under the 
proposed legislation you would have for the first year two referen- 
dums. I do not understand why, nor what you would vote on in 
each of them. Would you mind going over that for me? 

Mr. Roor. Well, it has been understood, or we have felt, that both 
referendums would be conducted at the same time. Under the 
present law, the Secretary is required to hold a marketing quota 
referendum 

Mr. Warrs. Right. 

Mr. Roor. And we think that at the same time he holds this mar- 
keting quota referendum, that on a separate ballot he would hold a 
referendum for wheat marketing certificates, for the wheat marketing 
certificate program. 

Mr. Warts. In the event the domestic parity plan carried on a 
referendum, would not it be necessary that you have a control pro- 
gram ¢ 

Mr. Roor. An acreage control program? That is at the discretion 
of the Secretary, and no doubt he would prescribe an acreage-control 
program, especially with the supplies of wheat as they are at the 
present time. 

Mr. Warts. One of your votes would be whether you had a domestic 
parity plan? 
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Mr. Roor. Yes. 

Mr. Warts. The other vote would be whether you had acreage 
control ? 

Mr. Roor. Marketing quotas. 

Mr. Aupert. Isn’t this the fact that the question of acreage controls 
goes to an entirely different feature of the law? We are dealing now 
with a change in the price-support feature of the law, not with the 
question of whether we have allotments or not. 

Mr. Watts. What would happen if at the same election, 6624 per- 
cent of the farmers voted for the domestic parity plan and only 50 
percent of them voted for acreage allotments. Where would you be? 

Mr. Hueues. Do you want me to answer that? 

Actually, I think you must understand, you would vote on two 
things. You would vote on whether you preferred the domestic parity 
plan to the present program. Secondly, you would vote, under the 
present program, whether you wanted price supports at 75 to 90 per- 

cent, and marketing quotas, or whether you did not want marketing 
quotas. The same vote we hold this year. You would have that same 
vote. But if the results showed that two-thirds of those voting in the 
referendum on domestic parity plan favored it, then the other market- 
ing quota vote is just ignored. But only if the one failed, the domestic 
parity, would you go ahead with your marketing quota-— 

Mr. Warrs. Now I understand, if one carried and the other failed 
it would leave you in kind of a bad predicament. 

Mr. Hugues. Well, if the domestic parity plan fails you still would 
have your present program. You would vote whether you wanted 
marketing quotas and price supports 

Mr. Warrs. In other words, you do not need the second vote unless 
the domestic parity plan failed. 

Mr. Huenes. That is right. 

Mr. Warts. One other thing and I will be through, Mr. Chairman 

Some point was made a moment ago that it might be looked on 
with ill favor by the folks on the floor of the House if some farmer 
secured payment under his certificates providing his wheat failed. 
Isn’t it a fact that irrespective of whether 1 farmer’s wheat failed, or 
100 farmers’ wheat failed, it would not cost the consumer a nickel 
more because the miller has to buy enough certificates anyway and 
the consumer has to pay for it, and if this fellow did not get the 
money, it would pile up somewhere, or be paid to the other producer. 
So it ‘could not cost the consumer an extra nickel if we put that pro- 
viso in—would it ? 

Mr. Hucues. It would make no difference. 

Mr. Warrs. That is all. 

Mr. SmirnH. Mr. Chairman, while these gentlemen are here, I want 
their collective opinion and their individual thinking about how to 
arrive at this county average for wheat. I know of ‘nothing that is 
more troublesome to a member of Congress than that very thing. 
Now it is not a problem in Indiana, Ohio, and the States back there 
where they made up their county lines by reason of geography, but 
when we got to counting up in the high plains we just did it arbitrarily 
on 20 square miles. There is not a county in my district that does 
not have a different average yield. There is a man on one side of the 
section of the line that has an average, and just on the other side 
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there is a difference of 2 or 3 bushels in the land, and it is the same 
kind of land. Now, I think some thought ought to be given to that, 
because all laws, after all, ought to have the basis of justice, and it is 
not justice. Mr. Hill has the same problem in eastern Colorado, the 
problem I am talking about, where he was mentioning about the sandy 
land. And if we are going to do this thing arbitrarily by law, it 
seems to me that some thought ought to be given by someone to try 
to get a little more justice into it. Because it is not right that one 
farmer who lives just across the road has a different average of wheat 
than the man on the other side. 

Mr. Hiti. Well, if they use a small enough area—I have argued 
this problem of the lines. It could not be more silly. The crop in- 
surance did the same thing, they just came along arbitrarily an d put a 
line along here, below this. You could have insurance here, and above 
it you could not. 

Now a farmer could not understand that. He comes crying into 
his country group and he writes his Congressman and probably the 
President: “What unfairness is it?” and I say, “It is just 100 percent 
unfair”. Do you think you could get the Department to change it / 
Not that year. I do not know whet her they have yet. 

Mr. Bevcurr. Well, will the gentleman yield there ? 

To answer Mr. Smith, there will never be 100 percent the accurate 
way, except to have enough wheat production history on each farm 
to know what a man’s normal yield is. Until you get that, there is 
no system on earth that I know of. 

Mr. Smirn. After 25 years it looks like we ought to have enough 
information, with 50,000 people working in the Department of Agri- 
culture, and there are more people working “— the oo ‘partment of 
Agriculture in my county than in any other branch; it seems to me 
after a while we ought to try to get at ‘this matter for the justice basis 
instead of an arbitr: ary basis—and after 25 years in the high plains 
we ought to have a pretty good idea what each farm will produce. 

Mr. Beicuer. Well, you would have to have an idea, you could not 
know unless you have got an idea of what it has produced and I know 
of no reason under the present law why they had to keep a bushel 
record on each farm, I don’t see any ree ord on it. 

Mr. Hinn. If the gentleman will yield. Right there, you are going 
to have to get this bill through the House and we do not have the 
records—in my opinion Mr. Smith is 100 percent rig! 

Mr. Beicurr. Until we have those records be is another situa- 
tion, too, that always arises right in the community. I mean, you have 
a community consisting of more or less comparable land. 

Now, you take this farmer over here and he is a good farmer and 
he raises 30 bushels of wheat and over here on almost the same kind 
of land right across the fence you have a farmer that raises 22 bushels 
of wheat, but the good farmer gets the same normal yield as the poor 
farmer does. 

Not only that, but you can take a 150-acre farm and 50 acres of it 
will raise twice as much wheat as another 50 acres on that same farm. 

Mr. Suiru. Well, my point is that my neighbor knows what I raise. 
He knows what my production is. I may le to him about it but he 
knows what it is. 
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Mr. Betcuer. Well, if you are going to have to call in 7 million 
farmers and have them tell you what each other has been raising 

Mr. Suirn. And they have mapped every cowpath all over the 
country, they have pictures of every piece of land, they have taken 
aerial photographs 

Mr. Bevcuer. Well, I would not say that everybody knows—I don’t 
know how many bushels the farmer next to me has raised—because I 
have never found one that will tell you the truth. 

Mr. Hitz. Off the record. 

( Discussion off the record. ) 

Mr. Avsert. Back on the record. Well, will you turn to page 6 of 
the bill towards the bottom, starting with section 379e : 








(a) Beginning with the first day of the marketing year in which the first crop 
of wheat for which a marketing certificate program is placed in effect under sec- 
tion 379j would normally be marketed, and except as provided in subsection (d) 
hereof, all persons engaged in the processing of wheat into food products com- 
posed wholly or partly of wheat are hereby prohibited from marketing any such 
product for domestic food consumption or export containing wheat in excess of 
the quantity for which marketing certificates issued pursuant to section 379d of 
this act have been acquired by such person. 

Now, it later states that he will be refunded but you require him, and 
yet you are trying to encourage the export of wheat, you require him 
to invest. his money and go to the trouble of getting his money back, is 
that not what that I: anguage does / 

Mr. Roor. Yes, sir. 

At one time we were considering changing it, but I can see in this 
bill it has not been changed. 

Mr. Atzert. Of course, later he is going to get his money back. 

Mr. Roor. Yes. 

Mr. Aupert. But is there any reason to have that provision in the 
law, is there any reason, would it help police this law to require the 
exporter that manufactures food for export to go to the expense and 
tie his money up by buying these certificates ¢ 

Mr. Roor. I do not believe there is and I believe we should work out 
an amendment. 

Mr. Avsert. If you will, and advise us. 

Mr. Hucues I think I have got it on page 8. 

Mr. Avert. Yes. 

Mr. Hueues. It says: 

Upon the giving of a bond satisfactory to the Secretary under such rules and 
regulations as he shall prescribe to secure the purchase of and payment for such 
marketing certificates as may be required, any person required to have a market- 
ing certificate in order to market or import a food product composed wholly or 
partly of wheat may market or import any such commodity without having first 
acquired a marketing certificate. 

Mr. Avserr. That is true, but that applies to everybody, importers 
and those that sell on the domestic markets. It does not say anything 
about exports. Of course, the reason for that is that if he cannot 
get a marketing certificate at once or for some reason he runs short 

16 can go out and make a bond. 

However, my point is this, that it is not right, in my opinion, to 
require an exporter to go to the expense of getting a bond. 

Mr. Hueues. You are speaking of an exporter of flour, not wheat? 

Mr. Avzert. Exporter of food, flour, or food products; yes. 


’ 
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Mr. Hugues. This was worked out, as I recall, in language that 
those folks thought was sufficient when this bill was in conference in 
1956. If it is not written in such a w ay as to facilitate fair work, it 
should be changed. 

Mr. Aupert. This language is not clear in this bill and I am trying 
to get the reason for it. We do not want to impede exports, do we? 

Mr. Hueues. No. 

Mr. Avserr. And we do not want to place anyone in the position 
where he has a financial or bookkeeping burden, we do not want to put 
that burden on the people who.are getting rid of our wheat by export- 
ing it. 

Mr.Smiru Mr. Chairman. 

Mr. Avperr. Yes. 

Mr. Smiru. I would like to make this observation. At the present 
time we are exporting corn to Europe and they are making corn oil 
out of that corn and selling it back at New York at 114 cents a pound 
less than our own processors. 

Does this not bring up the thing you are talking about and how are 
we going to handle that ? 

Mr. Auserr. This has to do with food, with the processor who takes 
flour and makes a loaf of bread or something like that and ships it 
outside of the United States to a foreign market. It is for the end 
product ; isn’t that right ? 

Mr.Hueues. That is right. Now, actu: lly, the way this would 
work, it would merely require that miller who is engaged 1 in the export 
business as a matter of bookkeeping and at a specified time to balancing 
his books, so to speak, that a balancing of the books would be made 
and he would have to have certificates for the portion of his milling 

capacity that moved into the domestic market; but any amount that 
moved into export if he bought too many certificates, he would be 
entitled to a refund—but I am sure there was some work done on 
this and this may not be the language that was agreed upon in the 
conference in 1956 and if it is not, it should be corrected. 

Mr. Avserr. Well, it was in the original bill, so it came in earlier 
than that. Maybe there is a good reason for it. I do not know. I 
am just trying to get a good reason for this. 

Mr. Huaues. Well, our only interest is to make it possible for them 
to continue to operate as they do now without any undue restriction. 

Mr. Avert. Right, and that is my reason and my only reason for 
raising this point. 

Mr. Hugues. That is right. 

Mr. Atpert. With the idea of not putting any extra burden on the 
exporter. 

Mr. Roor. We worked this up with them so that they would not 
have to tie up any additional money in marketing certificates. That 
was the idea 

Mr. Arzert. Now, here is the next question—I have these questions 
written down: 

When would a domestic food quota be suspended and what would 
be the effect of such a suspension on outstanding certificates? 

Mr. Roor. There is no provision in the bill for suspending the 
certificates. 

Mr. Avsert. I believe there is. 
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Mr. Hueues. Yes, there is. . 
Mr. Auserr. There is a provision for suspending domestic food ( 
quotas and here is the point I am trying to get at. 


The farmer gets a marketing certificate before he harvests the crop; 
is that not right ? 
Mr. Roor. That is right. 


Mr. Apert. And he cashes it. All right, now what is the effect if 
the domestic food quota is suspended? What if we were to declare 
war or what if we were to have large hailstorms all over the Wheat | 


Belt that would destroy a lot of the wheat? Actually we would not 
need domestic food quot as. Would they suspend the quota and would 
the Government gets its money back from the marketing certificates 
that were outstanding ? 
Mr. Hucues. On page 10 it says: 
In case any domestic food quota for wheat is suspended under this section, the 
Secretary may redetermine the value of marketing certificates issued pursuant to 
section 379d of this act. 
Mr. Avserr. I know that, but we have supposed that they have al- 
ready given certificates to farmers and that the farmers have cashed 
them. The Secretary could not determine adversely to the farmer. 
He might raise the value of certificates but I do not see how it could 
be lowered. 
Mr. Hueurs. I think it would be pretty difficult, too. It probably 
would have to be done by regulation. I do not see how he could get 
them back. 
Mr. Arpert. I do not, either. 
Mr. Huenes. It would be unlikely. 
Mr. Roor. I think it would be unlikely to be done during the mar- 
keting year, it would be done between marketing years. 
Mr. Atzert. Do you think that is the intent ? 
Mr. Roor. That is my impression. 
Mr. Ausert. He would redetermine it in the national interest or 
in the interest of the program. 
Mr. Hueues. Actus lly, at the time that I have gotten this certificate 
as an individual producer I have planted my wheat and nothing that 
he could do in suspending this could increase or decrease my produc - 
tion of wheat and so it would be of no value, actually, the canceling. 
He could only make announcement that they would be suspended for 
the following year—and I just do not believe that he would face that 
problem. 
Mr. Arserr. He could redetermine the values made before. 
Off the record. 
(Discussion off the record.) 
Mr. Avserr. The bill provides that certificates can only be trans- | 
ferred under regulations prescribed by the Secretary. 
Mr. Hugues. That is right. 
Mr. Avserr. And if they are cashed or liquidated, would any traffic 
result in them ? 
Mr. Hucues. There would not be any particular traffic except to buy 
and sell for the miller. 
Mr. Arsertr. The next question I have is: Will the farmers again 
have the option of choosing between marketing quotas or marketing 
certificates—and I think that this was answered once before but 1 
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would like to have it again—the option of a choice between mi arketing 
quotas or marketing certificates at a referendum, once this program 
is Inaugurated ¢ 

Mr. Hucues. Not the way the law is written. 

Mr. Arzert. Now I would like to go into the question of the surplus 
in feed grains and corn. 

It is my opinion that the evidence submitted to this committee up 
to now indicates that the most important immediate problem facing 
the wheatgrowers of our country is the surplus situation. The in- 
formation that has been given to our committee by the Department of 
Agriculture through Mr. Marvin McLain about wheat, that is infor- 
mation about the present crop, the — on July 1 of this year 
and the prospective carryover July 1 next year, indic te s that there 
will be an increase of 250 million to 300 million bushels in the earry- 
over on July 1, 1959 as opposed to the carryover on July 1, 1958, and 
that we may well have a surplus next year of between 1,100 million 
and 1,200 million bushels of wheat and a total supply of over 2,100 
million bushels of wheat during the next marketing season or enough 
wheat to last us for food purposes for 4 years. 

That of course it seems to me is a big problem under this or any 
other program and I would like to ask in view of that whether the 
domestic parity plan can hope to have any real effect upon the surplus 
situation which will not be possible under the present program, 
whereby wheat exports are subsidized and under which we are now 
exporting just about all the wheat that the foreign markets can 
absorb 4 

In other words, will this plan do anything we are not already doing 
with regard to the surplus / 

Mr. Roor. Well now, we have felt for many years, Congressman, 
that there is not any one thing that we are going to do that is going 
to solve the wheat problem. It is going to be a combination of several 
different actions. 

First, we have felt that the big thing we have to do is to help the 
feed grain people solve their problem so that we can move some 
wheat into feed that has been historically used for feed. 

Now, in order to do that we feel that we have to work out a better 
conservation reserve program to get some of the acreage in the United 
States that is not only producing wheat but other grain crops at this 
time, out of production. 

It has been pointed out before this committee in the last few days 
that price is not a controlling factor in the production of wheat and 
that with a drop in price we are still getting a big production this 
year. So, we are going to have to go toa better control program to 
do part of the work we want to do along with our soil bank program. 

Now, there are ways that a control program can be made to work 
better, although some of those ways we know are not practical to 
adopt at this time—maybe some of them should be adopted but it is 
not practical to adopt them. 

I think that some testimony that Mr. Hughes presented about a 
month ago showed that the 15-acre man was producing about 110 mil- 
lion to 115 million bushels a year on his acreage between his acreage 
allotment and his 15-acre exemption. 

Then, we have increased efficiency on our farms today. We have 
better weather conditions than we have had for several years. 
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And we have started using sprays to take care of our weed infesta- 
tions in our wheat fields and that has given us better production in 
some areas and where it is applicable, and fertilizer has been used, 
so that the increased efficiency plus the wheat that the 15-acre man is 
‘aising between his acreage allotment and his 15 acres and the weather, 
which none of us can control, those are causing our big surplus 
problem. 

Mr. Atserr. Well, now, that is true and we have had 3 propositions 
before us since we started these hearings, or rather we have had 
4 are. 

‘irst, we had the proposition of the present law; second, we have 
had the domestic parity formula; third, we have had the Farm 
Bureau’s proposal to reduce the support price and get away from 
making allotments; and fourth, we have had the 3,500-bushel proposi- 
tion. We have had those 4 propositions. 

Now, my question is, Will this domestic parity plan do more to help 
get the surplus down and keep it down than any of these other 
programs? 

I realize that reducing the allotments under any program will help 
to do it or that cutting out the 15-acre exemption will help to do that; 
but will the domestic parity plan as against no controls and lower 
price support or as against the present program help to get down this 
surplus ¢ 

Mr. Roor. We think it will. We think that with the domestic parity 
plan that the wheat farmer who is receiving a parity income for that 
portion of his production that is being used for domestic consumption 
will not be so concerned with increasing his production that he is 
going to sell on the regular market. 

In other words, say, for instance, that the support price might be 
set at around $1.50, then that land that he is using to produce the 
wheat that he is only going to receive $1.50 for, he is not going to have 
as high a payment nator the soil bank program, you entice him to put 
that land into the soil bank. 

Mr. Aveert. So then your answer is that the domestic parity plan 
will make the soil bank easier to operate at a lesser cost; is that a fair 
statement ? 

Mr. Roor. Yes. 

Mr. Ausertr. Well now considering this question, you said that it 
will not encourage him to plant more. That seems to be inconsistent 
with the conclusions of the Department of Agriculture and it seems 
to be a little inconsistent I believe with what Mr. Hughes said a 
minute ago about the farmer and the normal yield ; does that mean that 
the farmer is going to try to get his normal yield up and thereby get 
more per acre than he is producing ? 

Mr. Roor. No, my point is that he will not produce—naturally, every 
farmer will be producing all the wheat that he can on every acre that 
he has, but my point is that on the last end of his acreage allotment 
he is not going to be so interested in putting all of it into wheat pro- 
duction, he is going to be interested in putting some in the soil bank. 

Mr. Atsert. Then do you think under the bill it would be possible 
for a farmer to plant less than his allotment and get a domestic 
quota—do you follow me, that he be allowed to plant only sufficient 
land to produce the domestic food quota. 
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Mr. Roor. I follow your question. I do not believe we have dis- 
cussed that one point. 

Mr. Apert. What do you think about it? That question has been 
raised with us. 

Mr. Hucues. That he be allowed to plant only enough land to raise 
his domestic food quota ? 

Mr. Apert. That is right, without penalty. 

Mr. Hucues. There are two ways to look at that. First of all, we 
have always felt that if you have this type of a program you will have 
some farmers who prefer because they have some other alternative, to 
plant only the domestic food quota, the portion they receive a good 
price for, and devote the rest of their land to some other crop and to 
the extent that they do that, it would indicate where wheat should be 
raised and can be raised most economically and you should not get any 
shift in the pattern. 

Mr. Apert. Let me ask you this question. Do you think the same 
would be true of a graduated scale of giving him more for his domestic 
certificate, I mean for his marketing certifie ate if he raised less? 

Mr. Hugues. I think so. 

Mr. Betcuer. If you would yield, is not the amount of wheat that 

is raised going to be dependent a whole lot on what the loan rate is? 

Mr. Hucues. To some extent, of course, it depends on the relation- 
ship to the feed value and I think that quite a lot of farmers might 
have alternatives that would pay better and they would plant only the 
domestic quota and then would devote the rest to soybeans or some 
other crop that would be better from a cash standpoint. 

Mr. Betcuer. It is not going to be sold in the free market, it is 
still going to be sold in a loan-supported market. 

Mr. Hueues. That is right. Now, the question that you raised about 
the inconsistency of my answer to the previous question, we were 
talking about normal yields. 

I do not think that any farmer would go out particularly to try to 
increase his yield but if he felt that he had a low yield established for 
his farm, below his actual production, then he would have some 
incentive to prove to the committee that he was set up too low and 
by that manner get his normal yield up for his individual farm, get 
that raised. That is the point. 

Mr. Smirn. Mr. Chairman, I think that one of the most vicious 
things in the farm program in the past, and every farmer that I have 
ever talked to says, “I have got to preserve my allotment of act veage 
that they give me : and if I don’t do that I am going to get into trouble.” 

That has been the biggest stone wall that we have been up against, 
they keep the acreage up, more than any other factor. I do not see 
why you people do not get hep to that. 

Mr. Hueues. I think that is probably true. In the area you are 
speaking about, wheat is the only crop, they do not have alternative 
crops with as much of a return and income. I feel it is the same 
way in my area, but there are places where they are growing wheat 
where they do have alternatives and where probably they would not 
continue to be growing wheat when their level is down to the feed 

value. 

But if we say that their acreage allotment is going to be maintained 
regardless of what they plant, then you are freezing that acreage 
in that area, you are not giving it a chance to shift. 
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There are are really two ways of looking at it and I do not know 
which one is right. 

Mr. Krurcer. You mean even though he plants twice as much ? 

Mr. Hueues. Not if he plants twice as much as his acreage allot- 
ment entitles him to, but he would not get credit for it. 

Mr. Kruecer. I was not sure what you meant. 

Mr. Warts. What would happen to the 15-acre man under the 
domestic parity plan ? 

Mr. Hugues. The 15-acre exemption—he is provided for in the 
marketing quota law at present, if that farmer who today is growing 
15 acres has a zero allotment or, say, 5-acre allotment 

Mr. Warts. The 5-acre man is the one I am thinking of. 

Mr. Hvueues. All right, he can grow as much wheat as he wants 
and he is not restricted to 15 acres under the domestic parity plan but 
any time he goes over 5 acres he foregoes his certificate and he foregoes 
any price support, he produces wheat for the market, whatever the 
market price is for the feed. 

Mr. Warts. Does that apply to anybody, if they want they can 
forego the domestic parity payment ? 

Mr. Hucues. That is right. 

Mr. Warts. When they grow over that. 

Mr. Warrs. In other words, anybody can if he did not want to 
get the domestic parity payment, he can raise all the wheat he wants. 

Mr. Apert. There is nothing in this bill that allows anybody to 
grow beyond his allotment without penalty ¢ 

Mr. Hvucues. Actually what it says is that if we adopt the domestic 
parity plan, you cancel marketing quotas and the only place where 
there is a penalty is under the marketing quota law. 

Mr. Apert. Do you think that we should do that ¢ 

Mr. Hugues. I think it is the only way to solve this problem. 

Mr. Axsert. Do you think it would be a mistake to have any 
penalty with respect to excess acres / 

Mr. Hueuers. Well, you see, what you got to do, you got to get 
this price down. When it is down to the loan level you reduce the 
market price to the fed value and then it really makes no difference 
whether they grow the wheat for feed or whether he grows corn or 
some other crop and we think that there will be a considerable reduc- 
tion in the production, you have removed the incentive for the 15-acre 
production. 

Mr. Ausert. You think that the 15-acre man would be out of wheat 
production ? 

Mr. Huaeues. Yes. 

Mr. Apert. This is a good point and it has not been discussed by 
a Department of Agric ulture, they looked on the 15-acre man and 

I did as if it would hurt him because it would lower the price, I do 
not think there was any feeling on their part that we would eliminate 
the 15-acre provision. 


Mr. Bevtcuer. Well, the 





am I to under- 





stand that these allotments will be based on the domestic food con- 
sumption, which would place it around 500 million bushels? 

Mr. Hucues. No, the allotments will be determined exactly as today 
on the basis of what he did produce and based on the total supply 
compared with the normal supply. 

Mr. Apert. The 30-acre law would also go out the window ? 








WHEAT 359 


Mr. Hugues. Yes. 

Mr. Roor. There would be no need for it. 

Mr. Hugues. There are two points. Remember, we said no wheat 
program could operate properly and profitably unless we solve the 
feed grain problem. Now, what we are saying would happen on 
this 15 acres would h: appen only if the alternative available to that 
farmer were more profitable. 

Mr. Aupert. I see, and we could have unlimited production with- 
out any controls except the inducement to get in the domestic parity 
plan where there is the marketing certificate under that domestic 
parity plan, otherwise there might be unlimited wheat? And it would 
be competing—— 

Mr. Roor. He is competing because the acreage where he is pro- 
ducing feed grains on, he would be producing feed wheat instead of 
feed grains. 

Mr. Beicurr. To get back to my question, what will be the allot- 
ment under the domestic parity plan ¢ 

Mr. Hugues. Well, based on current conditions it would be exactly 
what it is now, 55 million acres and only when your supply is reduced 
to the point where the formula would raise the level above 55 million 
would there be any change. 

Mr. Betcurr. Well, the allotment would be based on 55 million 
but you get a certificate on that portion of the 55 million acres that 
was to be consumed in the United States ? 

Mr. Hvueues. Yes, roughly half. 

Mr. Bevcuer. And beyond that he would get no benefit whatso- 
ever except he would get the support price up to the amount of the 
allotment / 

Mr. Roor. If he stays within the allotment he will be eligible for 
support prices. 

Mr, Apert. He would be in the feed business from then on. 

Mr. Hueues. That is right. 

Mr. Beicuer. Well, he would be in the feed business, too, once he 
begins to sell wheat on the open market to anybody. 

Mr. Hvenes. I think that C ongressman Albert raised a very, very 
important point. 

Our problem is increased efficiency and we have got to do something 
to reduce the incentive of the farmer to produce in excess of need. 

Now, we think that the price-reduction factor as a means of doing 
that will never work and that is why we feel it necessary to take 60 
million to 70 million acres out of production to the extent that we 
get that down and then the alternatives available to the 15-acre 
wheatgrower who is causing so much trouble, he will discontinue 
produci ing wheat and then only will the program work properly. 

Mr. Warts. Let me ask you this question. Under the domestic 
parity plan would there be any necessity for the individual farm- 
er’s allotment to ever change ? 

Mr. HucGues. Between farmers, you mean, regardless of the na- 
tional level / 

Mr. Warrs. I mean a farmer, the only way my allotment if I am 
a farmer could change would be with the raising of the national wheat 
quota, and in other words you would never have a shift in allotment 
by the fact that he grew more or less. 


22856—58—pt. 2——-11 








360 WHEAT 

Mr. Huenes. This goes back to the question that I talked about a 
little while ago, whether or not the man plants only enough to pro- 
duce his domestic food quota which presumably would be about half 
and if you say that he can do that without losing, you would have 
no shift but if you say that will have a tendency to reduc e his acreage 
allotment in the future if he does it through free choice, because he 
has better alternatives, then it would allow a shift. 

Mr. Warts. It would allow a lowering of his allotment, but if you 
hold a man strictly to his allotment how would his allotment be 
increased—through the distribution of 55 million acres ? 

Mr. Hucues. Yes. 

Mr. Arsert. And increased domestic food consumption. 

Mr. Warts. Would it be possible to preserve a man’s acreage allot- 
ment by having something in the law that if he plants his full allot- 
ment once every 5 years 

Mr. Hvueues. The desire is to get him to reduce his acreage to 
reduce the surplus. 

Mr. Warts. That is right. 

Mr. Hucues. Possibly we could provide some emergency thing to 
take care of the near future but I would hate to seee it put in as a 
permanent part of the program because it would prevent free choice. 

Mr. Warrs. Well, you would not require the farmer, it would seem 
to me if you let him ‘plant just what he wants to plant and he is not 
required to plant his full allotment, but you would leave him a free 
choice, would you not ? 

Mr. Huaues. Well, as I said, there are two ways of looking at it 
but if you say regardless of what he plants he maintains his acreage 
allotment, then you are in effect more or less freezing him. 

Mr. Watts. No, you would have to put some limitation somewhere. 

Mr. Ausert. Well, my point was whether we favored a change 
under the existing law, that perhaps nobody should be allowed to 
take the 15-acre exemption unless he had planted wheat every 3 years. 

Mr. Axzert. I believe that is a very important point and it has not 
been touched upon or discussed up to now, I do not believe. Under 
the bill passed recently taking care of those who overplanted, we had 
a provision, that was in the 30-acre law passed last year, we had a 
provision regarding the effect of overplanting. 

Mr. Hucues. Yes, on the acreage allotment. 

Mr. Atzert. Would that still hold with respect to overplanting 
under the domestic parity plan or would you have a base at all? 

Mr. Hucues. Oh, yes, and I think that probably the thinking on 
this is that this would tend, if he overplanted his allotment, if he 
denied himself the certificate or the loan, that he would be reducing 
his allotment. 

Mr. Ausertr. And that would just about compel those who live in 
the great wheat-producing areas of this country to comply with their 
allotments ? 

Mr. Hugues. I think that is right. I think we have a penalty 
there for exceeding the allotment, it is not a cash penalty but it is 
still a penalty that would apply under this program. 

Mr. Arsert. It would be a penalty that would be very severe, as a 
matter of fact, and he would be in trouble. 

Mr. Hueues. And that would apply to this 15-acre grower to that 
extent, that if he had 5 acres allotment and he continued to plant 15 
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acres he forgoes the certificate or the loan, he would gradually lose 
that allotment. 

Mr. Apert. Are you in favor of eliminating the 55-million-acre 
minimum temporarily if the domestic parity plan goes into effect or 
under the present law, until such time as the supply situation is more 
nearly in hand? 

Mr. Hueues. Well, I would say that rather than do that we might 
take a good, hard look at closing some of the loopholes which are 
defeating the effect of the program and up to now the acreage allot- 
ments have not been ac hieving the goal of reducing the production 
and the actual working of the ac reage-control program has not re- 
duced production in some areas of the United States, although it has 
in the Great Plains are 

If you reduce the acreage allotment, the 55 million national allot- 
ment, all you will do will be effec tively reduce production further in 
that area, probably, and it will not really, probably, even solve the 
problem that we are trying to solve because I think that we need to 
look at what is causing the real trouble and maybe, as Mr. Root said, 
maybe it is not practical from a political standpoint. 

Mr. Warts. Well, if you reduce the national acreage allotment, 
would you not reduce that acreage of the 15-acre provision at the 
same rate ? 

Mr. Hvuenes. Well, certainly I would hate to see the 55-million- 
acre allotment reduced unless there was included some provision for 
reducing this 15-acre exemption. 

Mr. Warts. That is all. 

Mr. Avsert. Now, going back to the question of the surplus, is 
there any program underway, to your knowledge, either in the De- 
partment or in your association, a program that would help recapture 
the food market that we have lost to other commodities or to get 
wheat into industrial uses ? 

Mr. Huaues. The wheat industry is working on the problem. As 
far as I know, the Department is not. As you probably know, some 
of the State associations have gotten laws through providing a fund 
for that purpose, in Nebraska, Kansas, W ashington, Oregon, and it 
looks like very shortly Colorado will join in. 

We provide by taxing ourselves small portions for that purpose 
to try to build up domestic markets and the mills and the bakers are 
also carrying on programs of that nature. It is rather difficult to 
show any results, however. 

Mr. Avserr. Mr. Hill? 

Mr. Hit. I will ask short questions and I would like short answers. 

Would you not think it well that concerning wheat there be con- 
sultation with the State Department and with Canada as to how this 
might be tied in together with their surplus ? 

Mr. Huanes. I have had personal experience in visiting with the 
Canadian people and it is their very earnest desire to work on this 
from that standpoint. 

Mr. Huw. And you are not able to state whether it would affect the 
foreign relations—— 

Mr. Hucnes. Not at this time. In 1956 when we were considering 
this legislation in Congress they stated at that time, I believe, that 
they did not feel it would have any effect on their export price policy, 
that it would merely be a change in the domestic price policy. 
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Mr. Hitt. The next question is this. You say that this plan would 
be essentially self-financing. Now, assuming 55 million acres of wheat 
and looking at it in gener al, what would be } your estimate of what the 
annual cost of this might be ? 

Mr. Hucues. To the Government ¢ 

Mr. Hiti. Yes. 

Mr. Hueues. Well, there is one point that has not been brought 
out at the present time and that is that it would reduce the export 
subsidy which is currently costing between 50 and 75 cents a bushel. 

Mr. Hirt. It might also reduce the exports, might it not / 

Mr. Hugues. No; I do not see any way that it would reduce the 
exports but it would relieve the Government of that cost. 

Mr. Hinz. In dollars and cents, what would be the extra cost ? 

Mr. Hueues. It would be, | would say, $300 million less than the 
present program. 

Mr. Hiri. On page 10 of your statement where you are talking 
about revising the parity formula you use a period of 2 years whereas 
the figures we have always used for parity formula have been 4 years. 

And you say to use instead of 1910 to 1914, which is out of date 
and as much out of date as an automobile that was built at that time, 
use 1947 to 1949 and you take only 2 years. Why / 

Mr. Hvucues. That is actually 3 years. 

Mr. Hitt. Well, you would have to put in three crops. 

Mr. Hucuers. Maybe it should say “inclusive.” 

Mr. Hitt. Well, if you say 3 crop years you are right, but you 
would not be if you said 1947-49. 

Mr. Roor. At the bottom of page 11 it says: 

We are recommending that the reference base period be January 1947 through 
December 1949. 

Mr. Hiri. Well, you should say that there. Now, I have one more 
question where you bother me a little, having in mind the corn peo- 
ple, where you say that you are aiming at an annual wheat production 
of 1,100 million to 1,200 niiflion bushels a year with a yearly disap- 
pearance of 500 million bushels into food uses, 350 million bushels 
into export, and 100 million bushels for seed and feed. 

Now, the corn people—well, I should not say just corn, I should 
say the grain, the sorghum grains, the corn and sorghum people, we 
we are goinng to get in trouble immediately with the corn people 
and perhaps you will find if we go through with this legislation 
that you are going to be promoting the additional use of feeding of 
wheat, if you ‘follow this program if the Secretary of Agriculture sets 
out how much wheat they can sell for domestic consumption and that 
that is all they are going to sell—you say that is the proposal ¢ 

Mr. Hueues. That is right. 

Mr. Hiixt. And then you open the gates wide open for the corn 
people to say, “Wait a minute, what is going to happen to all of 
the corn growers in this country over on the other side, how will they 
fare if you increase the use of wheat for feed?” 

Mr. Avserr. If you will yield, these figures that they have furnished 
and the data upon which the committee print of the corn and grain 
sorghum bill is based came from the commodity people who agreed 
that an increase of 100 million to 250 million bushels of wheat for feed 
together with a soil bank program would not seriously disturb the 
corn people. Isthat correct ? 
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Mr. Roor. That is correct and I might say further that these figures 
that Mr. Hill just read were the long-term aim realizing that at the 
present time we would have to maintain our 55 million-acre allotment 
and it would only be in certain years that we would be likely to hit that 
high a production. 

Mr. Hitt. But you do not say “long- term,” you say that, “we are 
aiming at annual reproduction of,” and I am sure that the grain 
sorghum people and the corn people will look at that a couple or three 
times, and there are more corn people on this committee than there 
are wheat people. 

Mr. Roor. Well, we discussed this with the corn people at Kansas 
City and with the 55 million-acre minimum acreage allotment we 
arrived at the figure of about around 900 or 950 million bushels of 
production, but our long-range aim was to try to increase the acreage 
allotment to do away with so much feed grain production, to be pro- 
ducing more wheat and less feed grains. 

At the present time I have cut back on my farm acreage allotments 
about 36 percent but that is 36 percent of my land I am not producing 
wheat on, I am producing feed grain and I would rather feed wheat 
than have to raise barley and feed the barley and it would be a much 
more economical operation on my farm if I did not have to have small 
wheat and spring barley 

Mr. Hitz. That would not be true in my area, and I feel that you are 
going to be in competition with corn, you are really going to give them 
a run for their money. 

Mr. Hueues. The real solution, and we agreed on this in Kansas 
City, was we had to get this land in the conservation reserve, if we 
reduce the wheat plantings from 78 million to 55 million, 23 million 
acres, if that were in the conservation reserve it would go a long ways 
toward solving the feed grain problem. 

Mr. Apert. On this conservation reserve, how much wheat acreage 
do you iienditate putting in the conservation reserve under the 
program ¢ 

Mr. Roor. I checked with the Department of Agriculture and they 
estimated that at the present time—now, this is the 1957 acreage his- 
tory they had, that there is in the United States 24.9 million acres 
diverted from wheat rie in the 17 western States there are 21 million 
acres diverted from wheat and they estimated we would probably get 
hetween 12 million and 15 bac acres of that into the soil bank with 
the proper type of a soil bank program. 

Mr. Avserr. Would you allow a farmer temporarily to take part 
of his allotment and put it into the conservation reserve if he wanted 
to do so and still preserve his allotment? Also could he put in either 
allotted or diverted acreage ? 

Mr. Roor. Yes, we would hope that the incentive would be enough. 

Mr. Anperr. You would allow him when he contracted, in ex 
CeSS 

Mr. Hugues. On an annual production basis. 

Mr. Apert. Is that the same as the normal yield? 

Mr. Hugues. Yes. 

Mr. Avperr. And for how many years would you want that to 
remain in effect as a minimum and maximum contract, what would 
you say on a yearly basis ¢ 
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Mr. Hueues. A minimum of 6, a maximum of 10, and we think 
the producer should have the option of setting the period for anything 
above 5. 

Mr. Axzsertr. For the sake of the record I would like to ask a few 
short questions about the price-support program because of the attack 
that has been made on it by some of the opponents. You are, I know, 
aware that there have been wide differences of opinion expressed be- 
fore the committee about the effect of section 379k of the proposed 
bills, which is the provision that allows the Secretary to invoke price 
supports under certain conditions set out in that section. Various 
questions have been raised about this and one of them is: 

Does this price-support program not really defeat the purpose of 
the domestic parity plan, that 1s to say, that all wheat should flow on 
a free competitive market? What do you say to that proposition ? 

Mr. Roor. When we first started thinking about the domestic parity 
plan many years ago we were in hopes at that time that we would not 
have to have any floor under the market price of wheat but with the 
present conditions and with the feed grain problem as it 1s today and 
with the wool export problem the way it is today, we realized that in 
order to make the program work and not interfere with other com- 
modities we would have to have what you referred to the other day as 
a disaster loan level or a loan level that would keep wheat from com- 
peting freely in the corn area with feed grains and also keep the 
terminal price of wheat above the world market so that we would not 
be in open dollars and cents competition with our friendly exporting 
countries. 

Mr. Apert. Does the effect of that really eliminate the free-market 
feature temporarily of the program or partially, I should say ? 

Mr. Roor. It does for those wheat producers who stay within their 
acreage allotments. Whe think that some wheat producers would 
rather produce excess wheat above their acreage allotment and use 
that for feed rather than produce feed grains on their farms and use 
that for feed. 

Mr. Avgert. Would it be the purpose of this program to support 
all wheat produced at the disaster level regardless of whether it was 
produced by compliers or not? 

Mr. Roor. No. 

Mr. Atzert. What would the noncomplier do with his wheat, would 
he be allowed to go out and compete without price support against 
feed producers ¢ 

Mr. Roor. Yes. 

Mr. Augert. He would be allowed ? 

Mr. Roor. Yes, because he would be producing excess wheat in- 
stead of exceed feed grains. 

Mr. Arsert. He would have to compete then without any price 
support at all? 

Mr. Huenes. Right. 

Mr. Avzert. Would there be any lessening of acreage controls un- 
der your program than under the existing programs? 

Mr. Roor. Not in the immediate future with our present carryover. 

Mr. Atsert. How can wheat compete for the feed market or the 
foreign market, or any market, if it is in fact going to be supported 
to prevent such competition ¢ 
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Mr. Hueuers. Actually, the lower level proposed to be set is that it 
be set with relation to the feed grain to make it competitive. Now, 
there is this factor, that the lower level of feed grains today does not 
represent the market level and just as long as you have the present 
surplus condition on feed grains it probably will not and as long as 
that exists you are not going to compete with feed grains pricewise; 
it is impossible today where you have got corn selling at 85 to 90 cents 
a bushel with a loan rate of $1.40 and if the wheat is set in relation 
to that then obviously you are not going to get any competition with 
feed grains and so it again comes back to what we said here, that only 
if we can solve the feed grain problem can this work. 

Mr. Auzert. In other words, you are going to have the Government 
competing on the market—— 

Mr. Hucues. No more than we have today. 

Mr. AuBerr. Now, is it contemplated that these disaster price sup- 
ports would be at the market level or support level or above or below, 
or above or below the world market price; when do you plan to invoke 
the provisions of section 379k ? 

Mr. Hucues. It would probably be invoked whenever the program 
was started and the reason it is not spelled out here, the exact level, 
is because the conditions outlined there, that would be taken into 
consideration, vary and they are not in the same relationship in dif- 
ferent years and therefore we felt it was necessary to leave freedom 
to the Secretary of Agriculture to take these things into consideration 
in establishing that loan level and it would have to be set at a level 
that would protect in each of those cases from any damage to the 
producer or to the feed grains or to the world market price. 

Mr. Avsert. Well, are there any sections of the United States in 
which wheat can compete with other feed grains—can it in your 
section ¢ 

Mr. Roor. At the feed grain prices? 

Mr. Auperr. Yes. 

Mr. Roor. Well, where the feed grains are not available at the 
present time and wheat is being produced—in the Pacific Northwest. 

Mr. Avsert. It would be’ 

Mr. Hucues. Yes. 

Mr. Atpert. My next question is: Would the substitution of wheat 
for the present feed grain acreage reduce or increase the total supply 
of feed? 

Mr. Roor. We think it would reduce. We think that it would re- 
duce the total supply of feed grains. 

When Congressman Hope was in the Congress and a member of 
this committee he worked out a statement on domestic parity and he 
says, on page 4 of that statement: 

In 1954 we produced approximately 37 percent more feed grains on the acres 
diverted from wheat than if they had been used for feed wheat production. 

Mr. Apert. That is important information to have in the record. 

Now, what is the relative value of a pound of wheat for feed pur- 
poses and a pound of grain sorghum and a pound of corn? Can you 
answer that question’ Is there some way that it can be developed, 
the relative relationship—does the Hope statement answer that? 

Mr. Roor. No; that does not answer the complete question you 
asked. 
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I tried to find out the answer to that in the Department in 1956 
when this program was being discussed before Congress and the only 
thing I could find was a study made by the Department many years 
ago that showed that the relative feed value, taking corn as 100 per- 
cent, wheat was 110 percent. 

Mr. Arperr. I see. 

Mr. Roor. But as far as taking it by the acre, I have never been able 
to find anything. 

Mr. Smirn. If I may interrupt, Mr. Chairman—what does that 
mean, that it takes 110 pounds of wheat to do the same thing as 100 
pounds of corn / 

Mr. Roor. Well, no; it means—this was on a price basis, and it 
means that the $1 worth of corn, it had the same feed value as $1.10 of 
wheat; it was pricewise. 

Mr, Arserr. Well, does that really answer the question or not ? 

Mr. Roor. It does not answer your question, according to the acres. 

Mr. Arzerr. We need to know what the relative feed value of feed 
grain and corn is on the one side and wheat on the other, if we can 
get it. 

Mr. Smiru. Mr. Chairman, I believe that it would be highly cesir- 
able if there could be some agricultural college or the like in this 
country, maybe at Beltsville, to start an experimental program, say 
to put in hogs and lambs and poultry and so on and feed them all of 
these various feeds and figure that out; I think it would be one of the 
most desirable things that I could think of to find out. That seems to 
me to be one of the big things that we can do so that we can find out 
where wheat would be in relation to the other feeds and I think that 
somebody ought to work that out. 

Mr. Hveres. Well, we have a project under way in Nebraska that 
is financed by the whe: atgrowers of Nebraska where the e xperimental 
station is feeding 15 lots of steers different kinds of grain including 
wheat and wheat alone and wheat in combination with other grains 
and out of that they are determining the cost per bushel as compared 
to corn in the feeding of beef cattle. 

That is a 3-year program and the second year is just completed and 
when this 3-year program is finished we will have figures so far as beef 
cattle is concerned but it would not necessarily hold true for hogs or 
poultry or dairy products. 

Now, as to the rel: ationship per acre for wheat and other feeds, that 
raries tremendously and it is impossible to tie it down but I think 
probably the best answer is the one that Congressman Hope made in 
this statement which I will read again: 

In 1954 we produced approximately 37 percent more feed grains on the acres 
diverted from wheat than if they had been used for feed wheat production. 

I think that is about as good an answer as you can find and that was 
based on production and yields at that time. 

Mr. Arsert. Can you get, do you suppose, the Nebraska experiment 
people to send us a summary of their work up to now? 

Mr. Hueues. I certainly will send you the published results of the 
first year of feeding and the second one is in the form of being printed 
at the present time. The experiment that was concluded November 1 
and the second year—I think I can even get you that result and the 
third year, of course, is under way now. T will see that you get those. 
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Mr. Smiru. Are there any experiments you know of being conducted 
any place where poultry is involved or lamb feeding or any other feed- 
ing program ? 

Mr. Hucues. I don’t know, there may be some. 

Mr. Axperr. It is my understanding that it will be better with 
poultry. 

Mr. Hueues. I would guess that would be a correct statement, I am 
sure it would be better with poultry and I am sure it would be worse 
with hogs—I am not sure but probably no better. 

Mr. Smiru. I think that we are going to be getting some buyer 
resistance on the part of the buyer of pork, I think that you will find 
that feeding of wheat is a lot different from feeding on corn. 

Mr. Avsert. What do you think under section 379k would be the 
dollars-and-cents cost right now if we had this program ¢ 

Mr. Hueues. With $1.36 loan on corn already announced, I would 
say probably the relationship, if I was setting it based on those factors 
would be about $1.45. 

Mr. Ausert. Does that mean that the farmer would have a good 
deal or a better deal than he has under the present program / 

Mr. Hucues. He would have as good or better. 

Mr. Avserr. Than under the present program 4 

Mr. Huenes. The income return is based on normal production and 
obviously if he had an awfully high yield one year and it moved, then 
he would be on the average and a ‘low aver ‘age price per bushel than if 
he had a shortage. 

Mr. Auperr. Well, one of the Department’s officials said that after 
looking at the facts he figured that the farmers would not fare as well 
as under the present program and that is very important because we 
do not want the farmer to get less. 

Mr. Roor. Just to round off the figures, if the farmer received domes- 
tic certificates on half of his produce tion his income level then on that 
50 percent of his production, not the cash he received for the crop, it 
would be 100 percent of parity and then with the $1.50 which is sbaet 
60 percent of parity that he received on the other half of his crop, his 
balanced return incomewise would be about 85 percent of parity. 

Mr. Ausert. So it would be better. 

Mr. Roor. That is just averaging off a lot of figures. 

Mr. Apert. There is one question that has been raised that bothers 
me a little bit and that is the comparative position of the world market 
with the feed market which you have to take into consideration in 
setting the price depending on the circumstances with relation to each 
other. Would you find yourself in a position where the feed market 
would be so high relative to the world market that the Secretary would 
have to set his supports pretty high and still have to have high subsidies 
on exports ¢ 

Mr. Hugues. It could happen. 

Mr. Atpertr. Of course, it could be either way around, if there was 
a shortage in Europe or somewhere you might have a world market 
higher than the feed market but that would not be a particular prob- 
lem. 

Mr. Huatres. No, that would be no problem. 

Mr. Atsert. The other one would be. 
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Mr. Hvueues. The other one would be, only insofar as you would 
have to continue the export subsidy program. 

Mr. Avsert. But can you envision any situation in which the ex- 
port subsidy would have to be as much as it would be where the Gov- 
ernment had to buy at 75 percent of parity ? 

Mr. Hugues. As long as we operate under the International 
Wheat Agreement under which we have operated for some years 
there is no bounds within which the price can go and the minimum is 
$1.50 per bushel. 

Mr. Avsert. And of course the less the Government pays for the 
wheat the less it is going to cost. 

Mr. Hueues. That is right. 

Mr. Apert. That is true of Public Law 480 as well. 

Mr. Hueues. That is right. 

Mr. Arrerr. Of course wheat is s hipped out of this country under 
Public Law 480. 

Mr. Hugues. And there would be a saving on every bushel of wheat 
exported. 

Mr. Arserr. Well, I think that is a big point that has not been 
properly raised in these hearings; you say that under your program 
there will be considerable savings on every bushel of exported wheat. 

Now, that brings me to this question: We have been given testi- 
mony to the effect that this plan is in fact a tax on bread, a tax that 
is to be derived largely from the low-income consumers who of course 
are the largest per capita consumers of bread. What do you think 
about that ? 

Mr. Hueues. Well, I would answer that in two ways. 

First of all, it is my understanding that the present administration 
was in favor of full parity in the market place; I would say the mar- 
ket place is the consumer and we should get our full returns from the 
consumer. 

As far as imposing this—if this would be a tax on the consumer 
forcing him to pay more for his loaf of bread, that does not seem to 
bother anyone—let me put it this way. 

When the bakery-truck drivers get a raise or the millers feel they 
want a raise, or the railroads need a raise on their freight rates, no 
one thinks that that is going to cause any problem to the consumer, 
nobody worries about it and it seems only that when the farmer is 
involved that the concern occurs that it is going to cause the consumer 
to have to pay a little more for his bread. 

Mr. Avsertr. Well, I have never seen a farm bill go to the floor of 
the House yet but what we hear all of these complaints about what it 
is going to do to the consumer. I have never seen an industrial sub- 
sidy bill or a labor subsidy bill in which that argument was raised. 

Now, I am not saying that against either labor or industry but I 
have seen all kinds of bills, I have seen shipping subsidy bills and I 
have seen minimum wage laws and I have never heard the consumer 
argument raised but I have never seen a price support bill before the 
House of Representatives but what I have heard about the consumer 
and how much it was going to cost him. 

Mr. Hueues. I would like to ask Mr. Fiedler to tell you something, 
since this has come up before the committee, on the cost of produc tion 
of wheat. Would you tell the committee not only what it costs you to 
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produce your wheat but the other factors that always should be con- 
sidered in discussing this ¢ 

Mr. Fiepter. We discussed this at length, the cost of production of 
wheat on various farms of various sizes, and so forth, and I was just 
analyzing my own particular problem. 

I am not a particularly large farmer. I am slightly above the 
average in my county but not a big wheat farmer. 

Mr. Smiru. Identify the county. 

Mr. Frepier. Phillips C ounty, Colo. 

[ have an investment in my farm in land of approximately $175,000 
and I have an investment in machinery of approx imately $20,000, 
pretty nearly $200,000 investment in my operation. 

A 3-percent return on that would be $6,000 a year, which is a small 
return for me to live on, if I try to raise my family, 4 children, 1 of 
whom is in college, I would have a pretty tough time getting along 
with $6,000 a year. 

Now, to get that $6,000 a year I have to multiply my wheat allot- 
ment, by something over $10 an acre because my allotment is 580 acres, 
in order to raise $6,000 with 3 percent on my investment for my own 
living. I must have $10 an acre plus, above my out-of-pocket cost for 
raising this particular acreage of wheat. I think that is what you 
had in mind. 

Mr. Hueues. Yes. 

Mr. Frepter. And that does not give me anything for my labor and 
that does not include my out-of-pocket cost for raising that wheat, it 
is the actual cost. 

Now, on a smaller farm—let us see how much—TI asked a couple 
other farmers about this same thing and one of them indicated to me 
that he figured on that basis it cost him $19 an acre just to live. 

Mr. Aueert. I would like to ask you this question. 

It has been charged that the processors of food will have to buy 
certificates and then have to go out and e¢ —— under a price- support 
program not only with others but with the Government and he might 
wind up by having to pay more than 100 percent of parity, is that 
night! 

Mr. Hueners. Well, only insofar as the Seeretary errs in estimating 
the average market price of wheat and his ability to buy over the year 
an equiti able amount, Mr. Chairman, only then would that occur. It 
could. 

Mr. Avserr. You do not believe that you ‘are shifting the burden on 
him ? 

Mr. Hugues. Oh, no. This would actually stabilize to a great ex- 
tent his cost of his raw product instead of the present situation where 
the price varies, but in this case if the market price increased the value 
of the certificate would decrease and so it would have a tendency to 
stabilize the cost of his raw material rather than to have the present 
variations. 

Mr. Arpert. Now, I believe we understand that the best quality 
wheat is not produced in the most productive areas, bushelwise per 
acre, but that certificates are based upon the normal yield which 
means that you must take into consideration the production and that 
therefore the producer of good quality wheat is in effect supporting 
the man with high production and poorer quality wheat—do you fol- 
low me? 
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Mr. Hueues. Currently. 

Mr. Avpert. Currently—in other words, you are shifting the | oUF 
den of the support program on the grower of good quality wheat 

Mr. Hueues. That is right. 

Mr. Auserr. And so then you are giving the grower of poorer qu: 
ity wheat who is so much more productive a bigger bonus, so uk. 
than to the grower of good wheat ? 

Mr. Huenes. That is right. 

Mr. Roor. The grower of this high production wheat, on his farm 


he is getting half of his normal producti mor I should not say half I 


should say his domestic porti on of his production, he is getting cer 
tificates for that but for all of his production that he is selling on the 
open market he is receiving less than the average prices because Ke 
does not have the high quality production and so he would be receiv 
ing quite a bit less than the average market price for all of his wheat, 
where the man that produces the good quality wheat would be prob 
ably getting a little bit above the average prices for all of his produc 
tion. 

Mr. Atperr. Now, to get back to the change in the plan which elim- 
inates the penalty that goes with allotments—does this have the effeci 
of injuring the smaller “produc er who has no Vote in the referendum 
by removing from him the protection of price support or the umbrella 
of price support 

Mr. Roor. If price supports are maintained at 80- or 85- or even 

75-percent level, the price support umbrella would be removed to a 
certain extent but I do not see any difference between the protection 
he would lose under the domestic parity and the protection he would 
lose if the price supports went down to 60 percent as proposed by the 
present, administration. 

Mr. Avzerr. Of course, we have always given them the 15 acres and 
those people do not vote in the aikananian and are we going to pro- 
hibit this man from voting in the referendum and not give him the 
same advantages as everybody else? You do not recommend a change 
in the law, as to how many acres or how big an allotment should be 
before he votes in the referendum, do you? 

Mr. Hueurs. No, we have not recommended that one and we said 
the referendum would be held on the basis set up now in the law for 
marketing quotas. 

Actually I think one of the points Mr. Root raised is very impor- 
tant. We do not anticipate that the loan rate or market price should 
be based, probably, on the loan rate which would be available under 
this, that it would be any lower than that proposed under the 60- 
percent parity, so we are really not recommending anything that 
would further reduce his income, as the administration would if it 
went to 60-percent parity—— 

Mr. Axserr. Of course, the administration is not going to get a 
program of 60 percent of parity, so that is a moot question. 

Mr. Hucues. Well, actually what we are trying to arrive at 
workable and equitable wheat program and major consider: Pr it 
seems must be given to the wheat producer, the man who has been 
producing wheat for a number of years. Actually the smaller ones 
who have allotments of less than 15 acres in many cases did not pro- 
duce wheat until we tried to control production and it would be rather 
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difficult to justify this to the old wheatgrower, giving those pro- 
ducers the right to determine the type of a program that they shall 
have. 

Mr. Axpert. Well, the statement was made by previous witnesses 
that it is going to injure the smaller grower who cannot participate 
in the referendum and I am trying to give you the opportunity as 
best I can to answer that charge. 

Mr. Hueues. We appreciate the opportunity and that is about 
the best, and I think as far as I can answer that. 

The chances are it would not have a very big effect on his income 
because he is limited now to 15 acres and even if he had 50 bushels 
of yield, that is 750 bushels of production and if the loan rate were 
reduced from the current $1.78 to $1.48 it would only be 30 cents a 
bushel on that production and probably he would have alternative 
crops that he could produce which would pay him better than wheat 

Mr. Avsert. Of course, he has this additional advantage, he can 
grow more than 15 acres. 

Mr. Hugues. If it is possible—— 

Mr. Aupsert. And he can sell on the market, and that is all he can 
do at the present time. 

Mr. Hugues. That is right and if he has an alternative crop that 
pays better, then he is likely to go out of wheat and if he still can 
produce w heat at a profit then he has no restriction, not even the 15 
acres, 

Mr. Avsert. He can produce all he wants to produce ? 

Mr. Hueues. That is right. 

Mr. Axpert. At the market price. 

Mr. Hugues. That is right. 

Mr. Augert. Congressman Smith, do you have some further ques- 
tions ¢ 

Mr. Smiru. Just one question. 

What are you going to do with the miller of wheat that is hedging on 
the market when he buys wheat for his milling operation / “E very 
miller that I know of when he buys always hedges. 

Mr. Hueues. It would have no effect whatsoever. 

Mr. Roor. It would not change the present operation at all. 

Mr. Situ. It would have no effect on the futures market ? 

Mr. Roor. No. 

Mr. Hucues. You would have seasonal variations, probably, in the 
market price just as today. 

Mr. Atsert. Mr. Murray, do you have any questions or any points 
to be clarified before we adjourn ? 

Mr. Murray. No; I donot have. 

Mr. Atsert. Well, gentlemen, we really are appreciative of your 
coming here today and giving us the benefit of your study of this 
matter. Is there anything further that any of you wish to say ? 

Mr. Roor. Yes; I would just like to thank this committee for the 
opportunity to appear before you and present our views on this 
legislation. 
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STATEMENT OF JOSEPH M. CREED, COUNSEL, AMERICAN BAKERS 
ASSOCIATION 


Mr. Creep. Mr. Chairman, my name is Joseph Creed and I am 
counsel for the American Bakers Association and I do have a brief 
statement. I know it is getting late in the day and that the committee 
is about to adjourn, but would it be possible for me to submit this state- 
ment to the committee on this subject ? 

Mr. Atpert. Yes. As far as we are concerned you can either insert 
it in the record or make the statement orally. We have given permis- 
sion to the wholesale bakers to put in a statement. 

Mr. Creep. I am representing the wholesale bakers. 

Mr. Arpert. I see. 

Mr. Creep. And I do have a statement and I am perfectly willing 
just to submit it for the record if it would suit your convenience. 

Mr. Arzert. You can do that without objection; glad to have you 
do that. 

Mr. Creep. Fine. 

Mr. Apert. Do you have any brief oral statement to make in con- 
nection with this? 

Mr. Creep. No. I might make the observation that we essentially 
are opposed to the two-price plan. 

I noted one of the gentlemen’s comments about there being no 
opposition to any of these other increases such as the truckdrivers and 
so forth. We oppose those very much, too, but we cannot do.too much 
about that, either. 

Mr. Smrru. You have not had very much luck; have you? 

Mr. Creep. No. 

Mr. Avgert. Well, we appreciate getting your statement because we 
want to hear from everybody on this subject who has any contribution 
to make and, without objection, this will be inserted in the record and 
when it is printed it will show at the very beginning of today’s pro- 
ceedings. (See page 328.) 

(The following statement was submitted to the subcommittee :) 


STATEMENT OF DONALD M. COUNIHAN, CARRETTA & COUNIHAN, COUNSEL FOR 
AMERICAN CORN MILLERS’ FEDERATION, ON H. R, 12112 AND SrMILcar BILis To 
PROVIDE A Two-PRICE PLAN FOR WHEAT 


The American Corn Millers’ Federation, representing the dry corn milling 
industry of the United States, opposes absolutely the proposed two-price plan 
for wheat. 

The proposed advocates a tax on wheat used for food and permits wheat used 
for industrial uses to go untaxed. This would permit industrial users to be 
subsidized by the pennies of the poor—the bread buyers. We do not think that 
Congress desires to do this. We do not think Congress will do this. 

In Public Law 540, 84th Congress (the Soil Bank Act), there was enacted 
a two-price plan for rice. The plan was never activated, however, as the Secre- 
tarv of Agriculture did not choose to use it. There is, though, in this law 
which attempted to do for rice what is now being attempted for wheat, a process- 
ing certificate provision which required that the processing tax apply to all 
rice processed—not only that for human consumption. Certainly there is no 
justification to tax the already overburdened bread eater and let the big indus- 
trial user get his industrial wheat supply at the expense of the bread eater. 
To not close both areas also opens the door to probable loopholes of use— 
particularly in a plant making both wheat food products and industrial wheut 
products. 
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Historical markets have been developed by other agricultural commodities 
such as corn and rice, which at certain prices are very competitive. To sub- 
sidize wheat for industrial users at the bread buyer’s expense will seriously 
jeopardize a market for dry corn mill products which now compete on the free 
and open market. 

Bad as it is to put a tax on bread, certainly the least that should be required 
would be export of all processed wheat before credit under the certificate plan 
would apply. As long as only food processed wheat needs the certificate, the 
industrial wheat user is getting his discounted rate even without requiring the 
export of the product. To get a credit refund for a certificate of food processed 
wheat, proof of export must be shown. A reasonable view would be that the 
same should be required of the industrial wheat user but under the present 
proposal he gets his wheat at low prices even without being concerned with the 
certificate plan required of food wheat processors. 

We urge the rejection of this two-price plan for wheat—certainly at least until 
the processing tax is charged to all alike—fairly and equitably. 


Mr. Aupert. And if there is nothing further the committee stands 
adjourned subject to further announcement. 
(Thereupon, at 12:50 p. m., the committee adjourned.) 
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